Independe mf 





BRANCHING RUSH BEGINS 
IN NEW YORK, SUIT FILED 
see page 16 





Pte 


ENGINEERING... 












































A banker, more than most men, expects his money’s 
worth. Today, space is money. Especially the space you 
pay for in your new banking quarters. With building 
costs still rising, with the demand for bank services 
booming, no prudent banker can afford the extravagance 
of space that does not add to efficiency and profits. 
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r From more than 3,500 financial projects, Bank Building 
Corporation has developed advanced techniques of 
space engineering that utilize every square foot of new 
quarters area. Our planners and designers specialize in 
: eliminating space-waste. At the same time, they build 
maximum efficiency and flexibility into both public and 
operational areas ... at minimum cost, initially and 
long-range. This practical application of specialized 
experience is another big reason why more bankers 
call in Bank Building first. 








Space engineering—assurance of new quarters profit 
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the IBA’S 
SEMINM 


AT HARVARD 


bankers to spend two weeks 


in study of policy problems 


The third annual Seminar for Senior 
Bank officers will begin August 21 
at Harvard University with 80 bank 
executives from 33 states—the largest 
class ever—in attendance. The ses- 
sion lasts until September 2. 

The seminar, conducted by The In- 
stitute for Financial Management, is 
sponsored by The Independent Bank- 
ers Association. Dr. Charles M. Wil- 
liams, professor at the Harvard Grad- 
uate School of Business Administra- 
tion, is director. 

Other faculty members are Ken- 
neth R. Andrews, professor of busi- 
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ness administration at the Harvard 
Business School, and Leonard Marks, 
Jr. professor of business administra- 
tion at Stanford University. Gordon 
L. Marshall is seminar administrator. 
Those attending the seminar are 
from every corner of the United 
States. Geographical distribution 
shows 14 bankers from five Northeast 
states, eight from two Middle Atlantic 
states, 14 from seven Southern states, 
three from two Southwestern states, 
31 from 10 Midwestern states, and 
10 from six western states. 
Thirty-nine are bank presidents, 11 


are executive vice presidents, 27 are 
vice presidents, and three hold some 
other executive position. The average 
class member has more than 25 years’ 
of banking experience. 

In age, 21 are in the 30-39 group, 
15 are in the 40-45 group, 16 are in 
the 46-50 group, 21 are in the 51-60 
group, and seven are over 60 years 
old. 

The case study method is used at 
the seminar. A problem is given the 
entire class involving policy deci- 
sions; then the class is divided into 
“can sessions” of eight to ten semi- 
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nar participants each. The members 
of the can session then thrash out the 
problem and come up with a solution 
which they offer to the entire class, 
and discussion follows. This way the 
accumulative experience of the class 
can be brought to bear, and partici- 
pants learn from each other as well 
as from the faculty. 

Areas covered by the seminar in- 
clude: 

@ Relationships with directors. 

@ Responsibilities for manage- 
ment development, evaluation and 
succession. 

@ Public relations and communi- 
cations skills. 

@ Effective investment policies and 
techniques. 

@ Dividend policy and relations 
with stockholders. 

@ Appraising the need for capital 
funds and raising needed capital. 

@ Coping with fluctuations in the 
money markets. 

@ Competing for deposit funds. 

@ Building and retaining an effec- 
tive management team. 


@ Strengthening the long-run ef- 
fectiveness of independent banks. 


Seminar participants are housed on 
residence halls on the campus of the 
Graduate School of Business. Meals 
are served in Kresge Hall, and classes 
are held in air-conditioned Aldrich 
Hall. 

Weekends are free so that partici- 
pants can visit the historic and scenic 
places in New England. 


The seminar, while sponsored by 
the IBA, is not restricted to IBA 


Members of the 1959 class of the 
Seminar for Senior Bank Officers had 
their graduation picture snapped on 
the steps of Baker Library. Last year 
there were 63 members in the class. 
This year’s class has 80. 


August 1960 





Dr. Charles M. Williams 
Director of the Institute 
for Financial Management 


members. There are no degree or for- 
mal educational requirements. 

The seminar, which first started in 
1958, was a result of findings by the 
IBA’s bank study committee when it 
undertook to learn why so many in- 
dependent banks seemed to be disap- 
pearing. 

One answer the committee found 
was that there was no proper training 
for management succession in many 
banks, and that mergers with other 
banks or absorption into holding com- 
pany chains often resulted. 

Now just entering its third year, 





the program is still too new to be 
assessed as to its effectiveness as a 
bulwark for independent banks. 

But those who have attended the 
seminar have been unanimous in their 
praise, and the seminar has been 
lauded editorially by THE AMERI- 
CAN BANKER, which said partici- 
pants were learning “management as 
an art.” 


Following is the list of those regis- 
tered for the seminar: 


ALABAMA 


E. G. Potter, executive vice president, 
Commercial National Bank, An- 
niston 

Marvin H. Watson, executive vice 
president, First National Bank, An- 
niston 


ALASKA 


William G. Moran, executive vice 
president, First National Bank, 
Ketchikan 


CALIFORNIA 


Nelson S. Chase, vice president, San 
Diego Trust & Savings Bank, San 
Diego 

George C. Parker, president, Com- 
munity National Bank of Button- 
willow, Buttonwillow 


COLORADO 
Herbert L. Bacon, vice president, 
United States Bank of Grand Junc- 
tion, Grand Junction 
Leslie L. Sayre, president, First Bank 
of Brighton, Brighton 











FLORIDA 


Alex H. Clemmons, executive vice 
president, Bank of Crestview, 
Crestview 

Julian E. Fant, chairman of the 
board and president, Riverside 
Bank of Jacksonville, Jacksonville 

John L. Moore, Jr., vice president, 
Pinellas Central Bank, Largo 

Roland M. Stafford, vice president 
and cashier, Peoples National Bank 
of Miami Shores 


GEORGIA 


Jack Keith, president, First National 
Bank, West Point 


ILLINOIS 
Seymour Berman, vice president, Ex- 
change National Bank, Chicago 


C. Ronald Fairs, vice president, La- 
Salle National Bank, Chicago 


Raleigh E. Klein, vice president and 
cashier, Western Springs State 
Bank, Western Springs 


Mason A. Loundy, president, Devon- 
North Town State Bank, Chicago 


F. A. Nice, president, The Central 
National Bank, Sterling 


Vernon R. Smith, president, National 
Bank of Rochelle, Rochelle 


INDIANA 


Raymond E. Daly, president, Gary 
Trust and Savings Bank, Gary 
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IOWA 


Rollo H. Bergeson, president, West 
Des Moines State Bank, West Des 
Moines 

Fae A. Evans, president, Woodbury 
Bank & Trust Company, Sioux City 

Roland H. Tornblom, executive vice 


president, City National Bank, 
Council Bluffs 


KANSAS 


Arthur J. Collins, president, Hutchin- 
son National Bank & Trust Com- 
pany, Hutchinson 

E. Richard Goodin, Jr., executive vice 
president, Union National Bank, 
Wichita 

Duane T. Smith, president, Stock- 
yards National Bank, Wichita 


Clifford W. Stone, president, Walnut 
Valley State Bank, El Dorado 


Russell G. Vickers, president, First 
National Bank, Neodesha 


LOUISIANA 


Joseph P. Arceneaux, vice president, 
Guaranty Bank & Trust Company, 
Lafayette 

O. Gladstone Lynch, National Bank 
of Bossier City, Bossier City 

Rudolph M. Williams, assistant vice 
president, Citizens National Bank & 
Trust Company, Houma 





MAINE 


John W. Coombs, vice president, 
Bath Trust Company, Bath 


MASSACHUSETTS 


Thomas H. Billington, assistant cash- 
ier, First Safe Deposit National 
Bank, New Bedford 

Robert M. Foster, vice president, Ar- 
lington Trust Company, Lawrence 

Horace J. Hatch, president, First Na- 
tional Bank, Easthampton 

Darius M. Kelley, president, The 
Orange National Bank, Orange 


MICHIGAN 


Eitel O. Eberhardt, president, Union 
State Bank, Buchanan 

H. Andrew Hays, vice president, 
American Bank & Trust Company, 
Lansing 

Edward G. McPherson, vice presi- 
dent, McPherson State Bank, How- 
ell 


MINNESOTA 


Ralph W. Crouley, vice president, 
Marquette National Bank, Minne- 
apolis 

J. Russell Klosner, president, First 
State Bank, Carlos 

W. Stannard Morgan, vice president, 
First National Bank, Pipestone 

Lawrence Otterson, vice president, 
Goodhue County National Bank, 
Red Wing 


Kresge Hall on the Harvard campus 
has the cafeteria where seminar 
participants will take their meals. 
Meals and accommodations at the 
seminar are ona par with the 
intellectual standards. 
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MISSISSIPPI 


S. E. Babington, president, Brook- 
haven Bank & Trust Company, 
Brookhaven 

Dee Hamilton, vice president, Gulf 
National Bank, Gulfport 


MISSOURI 


Ray R. Behrens, president, Ralls 
County State Bank, New London 

T. D. Williamson, president, Lawson 
Bank, Lawson 


MONTANA 


Alfred V. Appelgren, president, First 
State Bank, Wolf Point 

J. Hilbert Hanson, president, Securi- 
ty State Bank, Polson 

Glenn H. Larson, president, First 
State Bank of Thompson Falls, 
Thompson Falls 

Warren Vaughan, vice president, Se- 
curity Trust & Savings Bank, Bil- 
lings 

NEBRASKA 


George A. Dunlap, executive vice 
president, Farmers & Merchants 
Bank, Milford 

Ray E. Stanley, executive vice presi- 
dent, The Center Bank, Omaha 

Eugene K. Yanney, cashier, First 
State Bank, Lodgepole 


NEW HAMPSHIRE 


Robert G. Calef, cashier, The Keene 
National Bank, Keene 

Francis N. Southworth, vice presi- 
dent, Concord National Bank, Con- 
cord 


NEW JERSEY 


Walter H. Hildebrandt, vice _presi- 
dent, The First State Bank of Un- 
ion, Union 

Louis Vogler, executive vice presi- 
dent, National Bank of Westfield, 
Westfield 


NEW YORK 


Robert K. Montgomery, vice presi- 
dent, Silver Creek National Bank, 
Silver Creek 

Jay D. Northrup, executive vice presi- 
dent, First National Bank, Spring 
Valley 


NORTH CAROLINA 


C. Garland Johnson, president, Bank 
of Elkin, Elkin 


NORTH DAKOTA 


Malvin T. Thompson, president, Pio- 
neer State Bank, Towner 
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Gerry D. Scott, Sr., president of The First National Bank of Lacon, 


Illinois, is shown receiving his certificate as a 1959 seminar graduate 


from Dr. Williams. 


OHIO 


Phillip W. Benson, executive vice 
president, The Xenia State Bank, 
Xenia 

James H. Sindlinger, vice president, 
Union Savings Bank & Trust Com- 
pany, Brilliant 


PENNSYLVANIA 


Charles H. Bracken, president, Citi- 
zens National Bank, Corry 

Lindley S. Hurff, president, First Na- 
tional Bank, Milton 

George T. Steele, vice president, Na- 
tional Bank of McKeesport, Mc- 
Keesport 

Robert W. Turner, vice president, 
Jenkintown Bank & Trust Com- 
pany, Jenkintown 


SOUTH DAKOTA 


Louis J. Brickner, vice president, 
Bank of Hoven, Hoven 

Arndt E. Dahl, chairman of the 
board, Rapid City National Bank, 
Rapid City 

O. D. Hansen, president, The Bank 
of Union County, Elk Point 

Eugene H. Paine, president, Farm- 
ers & Merchants Bank, Watertown 


TEXAS 


Irby G. Metcalf, president, First Na- 
tional Bank, Post 


VIRGINIA 


Richard A. Sult, executive vice presi- 
dent, First National Bank, Norton 


WASHINGTON 


Woodrow C. Button, president, Bank 
of Cowlitz County, Longview 


WEST VIRGINIA 
Daniel W. Chambers, Jr., president, 
The Matewan National Bank, Mate- 
wan 
Virgil W. O'Dell, first vice president, 
The Kanawha Valley Bank, 
Charleston 


WISCONSIN 

John A. Butcher, president, Ameri- 
can State Bank, Milwaukee 

Gerald G. Censky, assistant vice pres- 
ident, Whitefish Bay State Bank, 
Whitefish Bay 

Ralph L. Zaun, executive vice presi- 
dent, Grafton State Bank, Grafton 


WYOMING 


A. Edward Kendig, vice president & 
cashier, State Bank of Wheatland, 
Wheatland 
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By Paul D. Lagomarcino 


ZE and SHAPE 


of 


the 
savings 
and 
loan 
business 


today 


The savings and loan business had a 
humble beginning. Formed original- 
ly in 1831 in Frankford, Pennsyl- 
vania, now a part of Philadelphia, 
the members of the first association 
contemplated that periodic deposits 
by all members would permit a few 
at a time to borrow and thereby own 
their own homes. In this way, each 
member would eventually become a 
home owner. 

Since then, the character of these 
associations has changed fundamen- 
tally. More and more, investing 
“members” are—for all practical 
purposes—simply depositors and 
borrowing “members” find little dif- 
ference in dealing with the associa- 
tion or with any other lending insti- 
tution. 

Evolution 


From small and semi-philanthrop- 
ic institutions, the savings and loan 
associations have become large and 
semi-commercial institutions, joined 
together in a well-organized and 
close-knit $60 billion a year business. 

The astonishing growth experience 
of these institutions can be explained 
only by the bald statement that they 
have changed their fundamental 
character. 

A sharpened perception and a 
clearer understanding of this can be 
gained by looking at the number, 
size, income, assets and growth of 
these institutions. 

Not only do they bear little re- 
semblance to the semi-philanthropic 
organizations of the late 19th and 
early 20th Centuries, but they bear 
little resemblance to the savings and 
loan associations of the World War 
II years when the average assets 
were $1 million. 

At the year-end 1958, these were 
the facts: 

NUMBER OF ASSOCIATIONS: There 
were 6,200 savings and loan associa- 


tions serving 23,667,000 share ac- 
counts. 

SIZE OF INDIVIDUAL SHARE: The aver- 
age share account was $2,025. 

GROSS OPERATING INCOME: Gross op- 
erating income of the 4,543 member 
associations exceeded $2.5 billion, or 
nearly 214 times that of five years 
earlier. 

DIVIDENDS: Dividends by all associa- 
tions totaled $1,549 million. 

TOTAL SHARE ACCOUNTS OF ASSOCIA- 
TIONS. The share accounts of savings 
and loan associations ranged in size 
up to the Home Savings and Loan 
Association of Los Angeles, a stock 
organization, which had share ac- 
counts of almost $525 million. The 
share accounts of the 100 largest 
associations averaged $113 million. 
Share accounts of all associations 
totaled $47.9 billion in 1958. Total 
assets. Loan associations had total 
assets of $55.1 billion in 1958. 

In 1939, the assets of all associa- 
tions were $5.6 billion. In 1959, 
assets were $63.5 billion. This latter 
figure is not only $8.4 billion greater 
than the year before, but, compar- 
ing it to the total assets in 1939, rep- 
resents a growth of 11.3 times in 
only 20 years. 

With the exception of the period 
1955-57, there has been a steady in- 
crease in the dollar rate of asset 
growth of associations in _ recent 
years: 


Year 1953 Asset growth $4.0 billion 
1954 $4.9 billion 
1955 $6.0 billion 
1956 $5.2 billion 
1957 $5.2 billion 
1958 $7.0 billion 
1959 $8.4 billion 


From 1955 through 1958, the time 
deposits of individuals, partnerships 
and corporations held by all com- 
mercial banks increased by $29.6 
billion. This amount over a 13-year 
period is only twice-as great as the 
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growth experienced by savings and 
loan associations in the two years of 


1958 and 1959. 


Forecast of Growth 


If the 1959 dollar growth in assets 
of loan associations continues in sub- 
sequent years, these associations will 
have assets of over $100 billion— 
actually $105 billion—by the end of 
1964. 

As revealing as these data are on a 
national scale, the explosive growth 
of the loan associations can best be 
grasped by considering data on a 
state-wide basis instead. 

In this respect, the data distributed 
by Ralph Zaun, chairman of savings 
and loan committee of the Inde- 
pendent Bankers Association, were 
particularly helpful. 

In all states, except Hawaii, the 
total resources of commercial banks, 
including demand deposits, exceeded 
those of loan associations by more 
than 4 times. In 1958, loan associa- 
tions had $99 million in resources 
in Hawaii, whereas commercial 
banks in Hawaii and the Virgin Is- 
lands together had total resources 
of $87 million. 

In some states, however, loan as- 
sociations have become particularly 
well established, and the ratio is less 
than 4-1. Here, one can gain an in- 
sight into the situation which may 
prevail in all states in the years to 
come if the associations continue to 
grow in the future as they have in 
the past. 


Some Examples 


In Florida, for example, commer- 
cial banks have resources of $4,588 
million and loan associations have 
resources of $2,333, or the equiva- 
lent of about 50 per cent of the re- 
sources of commercial banks. In the 
District of Columbia, commercial 
banks have total resources of $1,582 
million against loan association re- 
sources of $977 million, or 62 per 
cent of the resources of commercial 
banks. And so on. Savings and loan 
associations have 51 per cent of the 
resources of commercial banks in 
South Carolina, 47 per cent in Mary- 
land, and 45 per cent in Ohio. 

In each case, the resources of the 
commercial banks include demand 
deposits. 

A comparison of the total re- 
sources of both types of institution 
alone, however, does not necessarily 
give an accurate picture of the com- 
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petitive impact commercial banks are 
feeling because of savings and loan 
associations. A comparison of the 
gross operating incomes of the two 
types of institutions frequently in- 
dicates a higher percentage of partic- 
ipation by loan associations than 
would be shown by a comparison of 
total resources alone. 

For instance, in California com- 
mercial banks have total resources 
of $23,691 and loan associations 
have total resources of $7,246 mil- 
lion, or an amount equal to 31 per 
cent of the resources of commer- 
cial banks. However, the gross op- 
erating income of the loan associa- 
tions in 1958 was $405 million, or 
an amount equal to 41 per cent of 
the $991 million gross operating in- 
come of commercial banks. In Wis- 
consin, the total resources of loan 
associations were 32 per cent as 
large as those of commercial banks, 
but their gross operating income was 
equal to 44 per cent of the gross 


operating income of commercial 
banks, 

One should not conclude that a 
mutual association drains deposits or 
competes only in the town or city in 
which it is physically located. Its 
competition extends beyond political 
boundaries. Mutual institutions at- 
tract mail accounts from villages and 
towns miles away. Every mail box 
and every village post office can be- 
come a branch. 

There is no way of measuring this 
deposit loss precisely. If the loss 
were only a fraction of that which 
occurs when a mutual institution 
physically moves into the city or 
town, however, it would doubtless 
still be substantial. 

It is not difficult, however, to see 
that the dozenfold growth the mu- 
tuals have enjoyed over the past 20 
years has been made because of a 
favored tax position, and at the ex- 
pense of commercial banks which are 
not so favored. END 





MICR PROGRESS REPORT 


This is the third progress report 
we have filed this year on MICR. 
Unfortunately, they appear in print 
two months after they are written 
and therefore are not up to the min- 
ute. In the report which appeared 
in February, we quoted December's 
figures, and in June we used the 
figures for April. This report is 
written on June 12 and will appear 
in the August publications. 


In any event, progress is being 
made and these figures may be of 
interest. As of May 10, we were 
encoding, or were in the process 
of preparing to encode, for 1,546 
banks with 2,579 branches, for a 
total of 4,125 banking offices. As 
of June 10, the figures were 1,950 
banks with 3,221 branches, for a 
total of 5,171 banking offices. This 
— a gain of 1,046 banking 
offices, which, if we may say so, is 
progress enough for us to crowd 
into one month. 


We are encoding better than we 
were last year, and our output is 
improving right along. Inks still 
are somewhat undependable and 
we will have to make some changes 
in the paper stock used for deposit 

























slips. For this item we use quite a 
good grade of paper—not lighter 
than 20#~—but perhaps in our efforts 
to get a finish that would insure 
good printing we may have weak- 
ened the tensile strength to some 
extent. This is being studied now. 
Strangely enough, paper strength 
has not been an issue until recently, 
but apparently the documents take 
uite a beating as they move 
ough the high-speed machines 
and as a consequence we will have 
to use a paper that will stand up 
under this handling. 
The next big problem we face in 
the MICR program will deal with 
more effective communications 
The common machine language 
does a good job of communicating 
to the reading machine, but we do 
not seem to ph too good a job of 
communicating to each other. We 
are frank to say that we have been 
unable to project a clear image of 
printing processes eithet in semi- 
nafs or across the conference table. 
We do better through demonstra- 
tions, so if you have anyone in yout 
bank who would like to learn the 
printer’s language, have him come in 
and “‘live’’ with us for a week or so. 












Manufacturing Plants at: 


CLIFTON, PAOLI, CLEVELAND, DETROIT, INDIANAPOLIS, 
CHICAGO, KANSAS CITY, ST. PAUL. DALLAS, CHATSWORTH 
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Savings Bank Denied 
Branch Office Rights 


well recognized that in the absence 
of express statutory authorization a 
bank has no right to establish branch 
banks.” 


The Minnesota Supreme Court’s de- 
nial of the “implied right and duty” 
of a mutual savings bank to establish 
a branch office has been hailed as an 
important milestone by the state’s 
independent bankers. 

The case is important since it 
represents the first real decision of 
the Minnesota high court in dealing 
with branch banking. 

Farmers and Mechanics Savings 
Bank of Minneapolis had applied to 
the Minnesota Department of Com- 
merce for permission to establish a 
branch office in the city. 


No Authority 


Permission was denied, and the 
Department of Commerce held that 
a mutual savings bank, as it was or- 
ganized under the law of 1879, was 
without authority to establish a 
branch office. 

The savings bank then went to the 
Minnesota Supreme Court asking for 
a reversal of the decision by the 
Department of Commerce. 

The Independent Bankers Associa- 
tion intervened in the case as an 
amicus curiae. 

Farmers and Mechanics Savings 
Bank was first organized in 1874 
under the law of 1867, and later 
reorganized under the law of 1879. 
Its place of business has been in the 
lower loop area in Minneapolis since 
1874. 

Follow Them 


The trustees of the bank felt that 
because of congested traffic condi- 
tions and the movement of people 
away from the loop area, it was neces- 
sary for them to establish a branch 


in the southwest part of the city to 
serve people who are now denied 
savings bank facilities. 

The purpose of the savings bank, 
as it was chartered, was to receive the 
savings of “mariners, tradesmen, 
clerks, mechanics, laborers, miners, 
servants,” and other small depositors. 

The trustees argued that the ex- 
pense of parking in the loop area and 
the expense and inconvenience of 
public transportation all served to 
discourage the very class of people 
the bank was chartered to serve. 

Not so, said the Department of 
Commerce. The charter provisions 
for mutual savings banks state no 
express authority for establishing a 
branch bank, and none can be im- 
plied. The department quoted the 
provisions of MSA 48.34 which pro- 
hibits branch banks in Minnesota. 


‘Not a Bank’ 


Farmers and Mechanics countered 
by saying the branch bank prohibi- 
tion does not apply to it because it 
is not engaged in business as a com- 
mercial bank or trust company as 
defined by the law. There is a differ- 
ent relationship between a depositor 
in a commercial bank and a depositor 
in a mutual savings bank, it said. 


Such arguments were dismissed by 
the Supreme Court. “It is unnecessary 
for us to discuss the statutes as they 
bear upon the corporate character of 
the relator bank since we conclude 
that the issue boils down to a ques- 
tion of whether the act under which 
the relator is organized gives it the 
power to maintain a branch office,” 
the court noted, and added: “It is 


Intrinsic 


Banks are quasi-public in nature, 
the court pointed out, and as such 
cannot exercise functions not strictly 
authorized by law. 

Farmers and Mechanics conceded 
there were no authorities in the law 
for it to establish a branch, but that 
the implied power to do so is inherent 
in the trust character of its manage- 
ment. 

When the “mariners, tradesmen, 
clerks, mechanics, etc.” move away, 
the trustees have a “positive duty” 
to provide facilities for receiving 
savings of small depositors, and 
therefore implicit in this duty is the 
power to establish a branch office to 
better serve the small depositor who 
finds it inconvenient to do business 
at the banking house, the Farmers 
and Mechanics argued. 

Such relief, the court said, is not in 
the province of the commissioner (of 
the Department of Commerce) nor 
the court to grant. 

‘‘We find nowhere in the law 
creating the bank the requested 
authority either expressed or neces- 
sarily implied, nor can we find an 
implied power which derives from 
the trust character of the manage- 
ment. The duty and trust imposed 
upon the trustees relates to the integ- 
rity of their management and does 
not necessarily include the require- 
ment that its places of business be 
multiplied,” the court said. 


Minnesota Supreme Court Ruling 
Is First in State on Branching; 
IBA Acts as ‘Amicus Curiae’ 
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Further, the court said, the power Sn 


to establish branches is only in the 
province of the legislature, and not 
in the province of the court. 


eirsa mie: | SPECIAL SERVICE 
FOR YOUR CUSTOMERS 


TANNIN 


WINNIE 


had permitted branch offices with the 
approval of the Federal Home Loan 
Bank Board in spite of the face the 
Home Owners’ Loan Act of 1933 is 


silent on the subject. 


PULTE 


Perogatives 

The difference, the Minnesota court 
ruled, is that the Federal Home Loan 
Bank Board is empowered to make 
rules and regulations having the force 
and effect of law, while there is no 
such delegation of power to the Min- 
nesota Department of Commerce. 

Donald R. Bundlie, the attorney 
who represented the IBA in the ac- 
tion, said: 

“This case is especially important 
since it represents the first real deci- 
sion by the Minnesota Supreme Court 
dealing with branch banking in Min- 
nesota. Although the case is neces- 
sarily limited in scope, a decision fa- 
vorable to the Farmers and Mechan- 
ics Savings Bank would have been 
the opening wedge for Attorney Gen- 
eral’s opinions and court decisions 
broadening the branch banking 
powers, such as permissive branch 
banking re: savings departments, etc. 
Also, once Farmers and Mechanics 
had established its branches, it would 
have been reasonable for the pro- 
ponents of branch banking to argue 
for the repeal of the branch banking 
prohibition on the grounds that if 
one type of bank is permitted to 
branch, all should be permitted to 
branch.” END 


PBA Has Manual 


On New Accounts 


A “Manual for Opening Bank Ac- 
counts” has just been published by 
the Pennsylvania Bankers Associa- 
tion. The 52-page text is the result of 
more than a year’s work by the PBA 
Bank Operations Committee under 
Chairman William B. Carr, vice presi- 
dent of Provident Tradesmens Bank 
& Trust Company, Philadelphia. 

The new manual has been mailed 
to every PBA member bank and as- 
sociate member. It is available for 


purchase at $2.50 per copy. STUUNINNNUNSDDUN0 EU FE DE EAU DA A EA ND NHN 
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Our whole function is to assist small business in securing 
needed loans through general and specialized lending organi- 


zations. 


UU LILA LL 


Financing institutions give consideration to: 


FUTURO CULL MLL ULL LL LA Lc 


TERM LOANS 

LOANS AGAINST RECEIVABLES 

COLLATERAL LOANS 

CHATTEL MORTGAGE LOANS 

PURCHASE AND LEASE-BACK OF EQUIPMENT 
REAL ESTATE LOANS 

FACTORING OF ACCOUNTS RECEIVABLE 
INVENTORY LOANS 

RE-DISCOUNT OF INSTALLMENT PAPER 
MISCELLANEOUS SECURED ADVANCES 


OUTLAW ILL CLOL AACE OU ELE 


i 


We provide lending organizations necessary data concerning 


loan applicants and their requirements. New investment capi- 
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tal contributes to the economy of your community. 


Our purpose is dedicated to helping the small businessman 





who has the character, integrity and assets to warrant such 
help, find the financing institutions best fitted to his individual 


requirements. 


North American 
Associates, Ine. 


Financial Public Relation Counselors 


Executive Offices 


216 North Wabash Avenue 
Chicago 1, Illinois 
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Independents Hail Passage 


Of Bank Merger Bill 


The executive council of The Inde- 
pendent Bankers Association of the 
12th Federal Reserve District, hold- 
ing its 45th annual meeting in San 
Francisco, commended Congress for 
passing the Bank Merger Bill (S. 
1062) which has been signed into 
law. 

The bill, which requires consent of 
Federal bank supervisory agencies in 
granting permission for banks to 
merge, was endorsed by The Inde- 
pendent Bankers Association and by 
the 12th District IBA. 


Joint Endorsement 


Ben DuBois, IBA secretary, Sauk 
Centre, Minnesota, and Harry J. 
Harding, honorary president of the 
12th District IBA, both appeared in 
Washington to testify in favor of the 
bill. 

Robert W. Franz, president of the 
West Coast independents and vice 
president and cashier of the First 
State Bank of Milwaukie, Oregon, 
told the executive council: 

“The passage of this law by Con- 
gress is clearly an intent to check 
the monopolistic tendencies of bank 
mergers, which have been averaging 
about 150 a year recently and which 
threaten the destruction of our Amer- 
ican system of locally owned and 
managed banks. 

“Throughout all the hearings on 
this legislation not a word of criti- 
cism of any of the bank agencies was 
heard as to their failure to heed the 
banking factors in any merger. All 
the criticism emphasizing the need 
for legislation was due to the failure 
to take into consideration the com- 
petitive aspects of bank mergers. 

“This is a legislative history that 
the bank agencies must heed in pass- 
ing upon future mergers. The agen- 
cies cannot approve a merger unless 
it is found to be in the public interest, 
and this is to be established and not 
assumed.” 


Citations 


At its San Francisco meeting, the 
executive council praised Congress- 
men Emanuel Celler, Brent Spence 
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and Paul Brown for their work which 
resulted in a strengthening of S. 
1062. 

“We are happy these leaders saw 
the danger in the wave of mergers 
that has steadily wiped out over 10 
per cent of all banks in the past 
decade and that they had the cour- 
age to press for enactment of an effec- 
tive bill,” Mr. Franz continued. 


Competition Is Test 


Under provisions of the new law, 
the Federal banking agencies and the 
U. S. Attorney General must give 
consideration and submit reports as 
to the effect on competition which 
will result from a merger, consolida- 
tion, acquisition of assets, or assump- 
tion of liabilities occurring between 
insured banks. The Federal banking 
agency having approval or disap- 
proval powers cannot approve the 
transaction unless it is found in the 
public interest. 

In order that agencies involved 
may give adequate consideration to 
proposed mergers, consolidations, 
etc., the applicant banks have to sup- 
ply information relating to the follow- 
ing points: 

1. The extent of duplication of 
stock ownership, or of management 
in the banks involved. 

2. A comparison of the projected 
percentage of total combined re- 
sources in the competitive area to be 
held by the combined bank with those 
of competing banks. 

3. The lending activities of the 
banks involved in the proposal. A 
comparison of the lending policies 
and a comparison of the character 
and volume of loans to manufactur- 
ers, commercial enterprises, farmers, 
brokers, home owners, and consum- 
ers, and the extent to which the 
banks have borrowers who use the 
loan facilities of more than one of the 
banks. 

4. The deposit structure of the 
banks involved in the proposal. The 
relative volume of demand, time and 
public fund deposits; the character 
of those deposits such as deposits of 
banks, corporations, small business 


enterprises, farmers and individuals; 
the amount of the average deposit; 
and the number and dollar amount of 
deposits maintained by depositors 
who use the facilities of more than 
one of the banks. 

5. A comparison of interest rates 
on loans and deposits and service 
charges of the banks involved, and 
also a comparison in these respects 
with competing banks which would 
remain if the consolidation or mer- 
ger were to be approved. 

6. The past record of the banks 
involved with respect to their growth, 
awareness of their responsibilities to 
the community, and alertness to pro- 
vide needed services. 

7. A possible improved banking 
service to the trade area based upon 
enlarged legal loan limits, or other 
factors. 

8. The extent of the activities of 
the banks in trust department busi- 
ness. The comparative volume of the 
assets of the trust departments of 
the consolidating or merging banks, 
the relative volume of their fiduciary 
activities in the various categories 
such as pension and profit-sharing, 
agency, court, testamentary, corpo- 
rate, and other fiduciary activities, 
and the number of accounts in each 
category. 

9. The geographic distribution of 
any branch offices of the banks in- 
volved as related to the extent of 
existing competition between those 
branches and the competition that 
would be provided by other banks 
if the consolidation or merger were 
to be approved. 

10. The extent to which lending 
institutions other than banks are a 
factor of importance in supplying 
the credit needs of the section and as 
such may be considered as providing 
competition to banks. 

11. A statement of reasons why 
the proposed transaction will in- 
crease, decrease, or not affect, the 
competitive status of banking in the 
area to be served by the applicant 
bank. 

The agencies further call for maps 
to be furnished showing the loca- 
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tions of the applying banks, their 
branches, and the locations of other 
existing banking units in the competi- 
tive area. 

Supervision 

Supervision of mergers or con- 
solidations is broken into three areas. 

Prior written consent from the 
Comptroller of the Currency is re- 
quired for mergers or consolidations 
of national banks or District banks. 

In the case of state member banks 
of the FDIC (except District banks) 
consent must be obtained from the 
Board of Governors of the Federal 
Reserve System. 

If the acquiring, assuming or re- 
sulting bank is a nonmember insured 
bank (except a District bank) ap- 
proval must be obtained from the 
Federal Deposit Insurance Corpora- 
tion. 

Whichever supervisory agency is 
involved, however, it must request re- 
ports on the competitive factors of 
the merger from the other two super- 
visory agencies and from the Attor- 
ney General’s office. 

These reports are to be furnished 
within 30 calendar days after they 
are requested, or within 10 days if 
the requesting agency advises there 
is an emergency situation. In extreme 
emergencies, consultation is not re- 
quired, however. 

The Comptroller of the Currency, 
the Board of Governors of the FRB 
and the FDIC are required to list 
each merger in their annual report 
to Congress, along with a statement 
for the basis of merger approval. 


An Amendment 
The Bank Merger Bill is actually 


an amendment to the Federal Deposit 
Insurance Act, designed to provide 
safeguards against bank mergers and 
consolidations which could lessen 
competition or create a monopoly. 

Such a bill had long been sought 
by both The Independent Bankers 
Association and the 12th District 
IBA. 

Bank mergers and consolidations 
could not readily be policed under 
the Sherman Act or under Section 7 
of the Clayton Act. 

Only one bank merger had ever 
been challenged under the Sherman 
Act, and the Clayton Act is ineffec- 
tive because it covers only stock ac- 
quisitions while most bank mergers 
are achieved through asset acquisi- 
tions. 


While Mr. DuBois and Mr. Hard- 
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ing said they felt the new law did not 
go far enough in some respects, they 
felt it was basically a sound law, and 
one that had been needed for many 
years. 


Profitable Mergers 


They point out that most mergers 
occur during periods of prosperity 
when greater profit will result from a 
combined operation rather than dur- 
ing periods of depression when a 
merger is sometimes necessary to save 
a failing bank. 

They also said that mergers have 


been taking place at the rate of 150 
a year for the past 10 years, and 
that as a result of this activity, there 
are now some 100 banks in the United 
States which control 46 per cent of 
total bank assets and more than 48 
per cent of all bank deposits. 

A monolithic concentration of 
wealth such as this, if left unhindered, 
would destroy not only the com- 
petitive banking system, but would 
ultimately strike at free enterprise 
itself, they said. 

END 





NABW Lists Candidates 
For Jean Reid Award 


Ten U. S. women in banking are 
candidates for the Jean Arnot Reid 
Award presented annually by the Na- 
tional Association of Bank Women. 

They are Miss C. Betty Bonath, 
Gary National Bank, Gary, Indi- 
ana; Miss Lunie Mae Clifton, First 
National Bank in Dallas, Texas; Mrs. 
Edna L. Goth, First National Bank of 
Danville, Illinois; Miss Adine Mc- 
Sween, Sullivan County Trust Com- 
pany, Monticello, New York; Mrs. 
Alberta M. Ossa, The Michigan Bank, 
Detroit, Michigan; Mrs. Mildred M. 
Reardon, First National Bank of Pas- 
saic County, Paterson, New Jersey; 
Mrs. Priscilla K. Smith, Vermont 
Bank and Trust Company, Brattle- 
boro, Vermont; Mrs. Mary Ethel 
Stucker, First National Bank at Or- 
lando, Florida; Miss Carolyn Wine, 
First National Bank at Orlando, Flor- 
ida; and Mrs. Velma Woodard, First 
American National Bank, Nashville, 
Tennessee. 

The winner will be announced at 
the annual convention of the National 
Association of Bank Women 
(NABW), October 10 to 13, Pasa- 
dena, California. At a luncheon in 
her honor she will receive $250 and 
a scroll. 

Presentation will be made by 
NABW president Miss Helen L. 
Rhinehart, vice president of the Bren- 
ton Companies, Des Moines, Iowa. 

The award was established in 1938 
in honor of Miss Reid, one of the 
NABW organizers and its third pres- 
ident. 

This year’s candidates received the 


highest average grades of all women 
who earned the standard certificate 
of the American Institute of Banking 
during the past year. 

The winner will be selected by 
NABW’s Founders Tribute Commit- 
tee headed by Miss Barbara Pendle- 
ton, assistant vice president, Grand 
Avenue Bank, Kansas City. 

Factors in determining the win- 
ner are integrity of character, inter- 
est and efficiency in her work, adapt- 
ability in her job, attitude toward 
her co-workers, sense of social re- 
sponsibility, participation in com- 
munity activities and continuing in- 
terest in self improvement. 

Candidates must be affiliated with 
national and state banks, trust com- 
panies, savings banks or Federal Re- 
serve banks. No NABW member can 
be considered and bank officers are 
not eligible unless the individual is 
promoted after receiving her AIB 
standard certificate. 

NABW, organized in 1921 with 16 
members, now lists more than 3,500. 
All members hold executive positions 
in banks. 


RESTLESS 


There are over a billion one-dollar 
bills circulating at all times in the 
United States. A dollar bill wears out 
faster than a pair of shoes . . . usually 


in about six to nine months. 
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THE EDITOR 


QUITE OFTEN in this space you will find something on 
the subject of travel. Some months ago we discussed var- 
ious modes of transportation and 
mentioned our personal preference 
was a good train. This produced a 
few letters of dissent, most of which 
contained the assertion that the only 
way to travel is by air. Annually, we 
grind out from 30,000 to 40,000 
miles. It is part of our job. On days 
when unforeseen complications make 
travel difficult, we regard all forms of 

MR. BELL it that we commonly use—air, auto- 
mobile, train—with equal loathing. 

So it was on a recent week when we racked up about 
5,000 miles, mostly by plane. The starting point for the 
plane trip was O’Hare Field in Chicago, where we hoped 
to board a jet for Miami at 10 a.m., with arrival in Miami 
scheduled for 12:45 p.m. We had picked a jet flight be- 
cause it meant the least possible amount of time in transit. 

When it came our turn to check in, we were greeted by 
the first setback of the day. A harried Delta Airlines em- 
ployee said, “Sorry, sir, but that flight has been cancelled. 
We are, however, protecting all our tourist passengers on 
an Eastern flight leaving Midway at 10:50 p.m. A special 
limousine for Midway will be leaving in about 20 min- 
utes.” We were told the Eastern flight was nonstop and 
would arrive in Miami at 2:30 p.m. 

O. D. Hansen of Elk Point, South Dakota, president of 
The Independent Bankers Association, was awaiting us 
in Miami, so we immediately put in a phone call to advise 
him of our 2:30 p.m. arrival time, rather than 12:45 p.m. 
Then onto the limousine for a hot ride to Midway. 

Checking in at Midway we discovered that this 
was not a nonstop flight; landings were scheduled 
for Indianapolis, Louisville and St. Petersburg. 
The scheduled arrival time was 4:54 p.m., not 
2:30 p.m. 

Another quick dash to the phone to pass the word on 
the still later arrival. Then to the plane. A final touch of 
confusion was provided by the sign at the gate listing the 
number of the flight and departure time. Our ticket said 
that this was flight 1643; the sign said 6143. An attend- 
ant confirmed that the sign was correct. We finally arrived 
in Miami a little after 5 p.m. 

All of this reminds us of a comment we’ve often heard 
from Ben DuBois, secretary of The Independent Bankers 
Association, who travels as much or more than we do. 
His observation: “And some people travel for fun.” 


* KK * 
SHORTAGE OF CASH 


To show you how dull things are during the off season 
in Palm Beach, this anecdote: 
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By HOWARD BELL 


At a restaurant one evening we proffered a $20 bill in 
payment of a $14 tab. The waiter, who had been most at- 
tentive during the meal, failed to return to the table with 
change as promptly as we thought he should. Finally he 
approached, leaned over and whispered, confidentially, 
“Sorry, sir, there was no money in the till and we had 
to send out for change.” 


x kk * 


PURPOSE of our expedition to Palm Beach was to in- 
spect a hotel that had expressed an interest in having The 
Independent Bankers Association hold its 1961 conven- 
tion there. From Palm Beach we went to Washington to 
inspect the facilities at the Sheraton-Park Hotel. 

We liked what we saw in Washington and it’s now defi- 
nite that the 1961 convention will be held at the Sheraton- 
Park next April 20-21-22, a Thursday, Friday, and Satur- 
day. 

We suggest that you make a note of the dates 
now and plan to be on hand. 


* Kk * 
EAR-SHATTERING 


When some men discharge an obligation, you can hear 
the report for miles around. 


* * * 


WE KNOW of no one in banking quicker to call a spade 
a spade than Don E. Warrick, executive manager of the 
Indiana Bankers Association. Said Mr. Warrick recently: 

“More and more of our commercial bankers are 
referring to mutual savings banks, to savings and 
loan associations and to credit union as ‘tax slack- 
ers’.”’ 

Mr. Warrick pointed out that every individual, every 
business and every corporation which pays federal income 
tax is helping to pay for the share of federal taxes which 
the mutual organizations are not paying. 

It is unfair and destructive to banks which pay 
full income tax to have to compete with mutual 
savings institutions which virtually escape federal 
income taxes. This situation, if allowed to contin- 
ue, ultimately could mean the destruction of com- 
mercial banks. 


x Kk * 
WHO’S ARGUING? 


Too many people think that a bitter pill is made easier 
to swallow by dissolving it in a cocktail. 


x K x 
HATS OFF to Clarence B. Randall, a former leader in 


the steel industry who is now an advisor to President 
Eisenhower, for his recent statement criticizing American 
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businessmen for their failure to study Communism. 

Mr. Randall’s comments were carried in the magazine 
DUN’S REVIEW and MODERN INDUSTRY. He said that the 
businessman who starts out to form his own opinion of 
Communism by studying its theory and practice risks 
being labeled a subversive. 

“This attitude,” says Mr. Randall “is unhealthy. 
It is cowardice, not strength. It is the true un- 
Americanism.” 

Mr. Randall, who is a Special Advisor to the president 
on Foreign Economic Policy, finds a particular incon- 
gruity in the business man’s tendency to shrink from an 
objective examination of the Soviet system. He asserted: 
“In the day-to-day operations of our companies, we in- 
variably keep our eyes on the competition. We get hold 
of the other fellow’s catalog and read it eagerly. As soon 
as his new model comes out, we rush one over to the shop 
so that the boys can take it apart and make a full report.” 

In the ideological field, Mr. Randall declares, the same 
spirit is needed. He said: 

“We badly need lusty new champions in di- 
alectics—men who can take Communism apart 
ideologically and expose it for the social madness 
that it is, men who know the weakness of the en- 
emy as well as they do our own dynamic resource- 
fulness. The more we can learn about what goes 
on inside Russia, the better we will be able to docu- 
ment the superiority of our system.” 


x K * 


REDUCING PLAN 
He who lives on hopes will die fasting. 


* *K * 


FARMERS ARE IMPORTANT to most of our readers, be- 
cause the business generated by agriculture is the base 
supporting the prosperity of country banks. But often 
now it’s said, “Farmers aren’t a very important group 
anymore—there are too few of them.” 


As the FARM JOURNAL pointed out recently, it’s true 
that fewer than one out of eight of our population now 
lives on a farm. But let’s consider a few facts, too often 
overlooked, about the place of farm families in our 
scheme of things. 

Obviously, farmers provide us all with our daily bread, 
as well as cotton and wool for clothing. Rather impor- 
tant, but what else? 

Well, every 10 years they send to the cities some 1.9 
million fine young people—completely reared, educated, 
ready to work. These children are trained in self-reliance, 
in responsibility, in habits of work, in our finest family 
traditions. Not only do they make excellent citizens, but 
a great many of them turn into leaders. 

Well, how else are farmers important to us? Farming is 
our biggest single industry, measured by almost any 
standard, and a major customer of other industries. And 
it is getting bigger, not smaller. It’s a real growth indus- 
try if there ever was one. But do we realize how big it 
really is? 

In 1959 farmers’ gross income was $46.3 billions. 
That’s a big hunk of money. It was 9.7 per cent of our 
gross national product for that year. 

With that money farmers buy six and a half 
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million tons of steel a year—half as much as the 
automotive industry uses. They buy more petro- 
leum than any other single industry—more than 
one-eighth of all the petroleum produced in the 
country. They use more electric power than Ballti- 
more, Boston, Chicago, Detroit, and Houston com- 
bined. It takes $6 billions worth of containers and 
packing materials to pack the food U. S. farmers 
raise in a year. 

Then let’s not forget the jobs that farming creates in 
food processing and distribution, in the manufacture and 
distribution of farm machinery and supplies. All these 
jobs are part of the agricultural complex, too. 

So the “no longer important” myth holds no 
water at all. Citizens with a $46 billion income 
and $298 billions in assets, who buy from nearly 
everybody and sell to everybody, can’t be dismissed 
as nobodies. 


*  * 


ONE GUESS 

Symbol: WO 

Accepted Atomic Weight: 120. 

Physical Properties: Boils at nothing and freezes at 
any minute. Melts when properly treated. Very bitter if 
not well used. 

Occurrence: Found wherever man exists. 

Chemical Properties: Possesses great affinity for gold, 
silver, platinum and precious stones. Violent reaction if 
left alone. Able to absorb great amounts of food matter. 
Turns green when placed beside a better-looking specimen. 

Uses: Highly ornamental. Useful as.a tonic in accelera- 
tion of low spirits and an equalizer in the distribution of 
wealth. Is probably the most effective income-reducing 
agent known. 

(Note: This was contributed but, understand- 
ably, the sender asked that his name be withheld 


—he’s married. ) 


*  * 


IF YOU FEEL you have less money now than in former 
years, despite a rise in income, you may be right. These 
figures from the National Industrial Conference Board 
may help you decide whether you’re gaining, standing 
still or losing ground in the race to outstrip expenses. 

A married man with two children making $12,000 a 
year is left with the same purchasing power as the $5,000 
a year man in 1939, after taxes and inflation have taken 
their share of his earnings. 

In 1939, having a gross salary of $5,000, he had 
$4,941 to spend after taxes. Today, the same man with 
the same number of dependents must earn $12,307 to net 
the same amount, since he has forfeited $5,489 to in- 
flation and paid $1,877 in federal income and social 
security taxes. 

One more example: The $3,000 a year man of 20 years 
ago must earn $7,155 today to stay even in terms of pur- 
chasing power. In 1939 he paid only $30 in taxes, 
brought the rest home. Today his taxes are $8,885 and 
inflation has taken another $3,300. 

Looking at those figures is convincing evidence 
that inflation is a bigger villain than taxes in drain- 
ing off income. 
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Gerry Morse is the American National Bank 





Keeping his finger on the 
pulse of industry in Northern 
Illinois and throughout the 
state of Michigan is the 

job of this American 
National banker. The 
correspondent banks Gerry 
serves are interested in such 
diverse subjects as fruit- 
farming, steel fabrication, 
automobile manufacturing 


and the dairy industry, to 
mention only a few. Bankers 
working with Gerry like him 
for his knowledge of their 
problems ... and the fast, 
effective way in which he 
cuts through red tape to 
solve them. Gerry's a good 
man to have on your 
banking team. 


American 
National Bank 
and Trust Company 


of Chicago 
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NASSB To Meet 
In Atlantic City 


The National Association of Su- 
pervisors of State Banks (NASSB) 
will hold its 59th annual convention 
at the Hotel Dennis, Atlantic City, 
New Jersey, September 20-23, ac- 
cording to NASSB President Irving 
C. Rasmussen, Minnesota Commis- 
sioner of Banks. 

Charles R. Howell, Commissioner 
of banking and insurance for New 
Jersey, is the host supervisor. 

The convention’s general session 
will convene at 10 a.m. September 22. 
Registration starts September 20, 
with a reception that evening for the 
conferees. Morning meetings and so- 
cial activities are planned for Septem- 
ber 22 and 23, and there will be a 
breakfast session for the associate 
member advisory council and state 
representatives on the latter day. Su- 
pervisory members will meet in ex- 
ecutive session on September 23. 


Council Re-elected 
By West Coast IBA 


The executive council of the In- 
dependent Bankers Association of the 
12th Federal Reserve District recently 
held its 45th meeting in San Fran- 
cisco. 

The council heard reports from its 
legislative committee on a number of 
bills pending before Congress and 
before various state legislatures. 

The council also scheduled its 
fourth Bank Presidents and Policy 
Officers Seminar for the Fairmont 
Hotel in San Francisco for March 24- 
25, 1961. . 

A tabulation of votes cast by mail 
for executive council members 
showed that all incumbent members 
and officers were re-elected. 

Officers re-elected include: Robert 
W. Franz, vice president, First State 
Bank in Milwaukie, Oregon, presi- 
dent; A. A. Milligan, president, Bank 
of A. Levy, Inc., Oxnard, California, 
vice president; and James H. Stan- 
ard, vice president, First National 
Bank of McMinnville, Oregon, secre- 
tary-treasurer. 

The next meeting of the executive 
council is scheduled for October 6-7 
in San Francisco. 





CLASSIFIED ADS 


HELP WANTED 


Experienced young man for Opera- 
tions Department in Independent Bank 
in Southern California—Good starting 
pay, fringe benefits and opportunity 
for advancement. Box 7, c/o The Inde- 
pendent Banker, P.O. Box 267, Sauk 
Centre, Minnesota. 














WE NEED BANKERS 


of all skills and experience for posi- 
tions now available. Write to us for 
details in absolute confidence. BANK 
PERSONNEL CLEARING HOUSE and 
Employment Agency, 503 N. Washing- 
ton, Naperville, Ill. 





FOR SALE 
Marble counters and grill work suitable 
for 12 tellers windows. Inquire State 
Bank of East Moline, East Moline, II- 
linois. 





Dr. Daane Joins 


Treasury Dept. 


Dr. J. Dewey Daane, vice presi- 
dent and economic advisor of the 
Federal Reserve Bank of Minneapo- 
lis, has been appointed assistant to 
the secretary of the Treasury succeed- 
ing Robert P. Mayo. 

Mr. Mayo left the Treasury De- 
partment July 31 to become vice pres- 
ident of the Continental Illinois Na- 
tional Bank and Trust Company of 
Chicago. 

Dr. Daane entered his Treasury 
Department duties July 18, assisting 
undersecretary Julian B. Baird in 
Treasury financing and debt manage- 
ment and will be on leave of absence 
from the Minneapolis Federal Reserve 
Bank while discharging such duties. 

Born in Grand Rapids, Michigan, 
Dr. Daane was graduated at Duke 
University in 1939 and earned mas- 
ter’s and doctor’s degrees at Harvard 
in 1946 and 1949, respectively. 





BOUGHT 


BANKS :..'soio 


All Negotiations Confidential 
A NATIONAL CLEARING HOUSE 
FOR EXPERIENCED BANK EXECUTIVES 
WITH CAPITAL TO INVEST 
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Gold Rush in New York 


Branch Applications Pile Up as Omnibus Bill 


Becomes Law; Franklin National Files Suit 


New York State’s banking communi- 
ty extended the Independence Day 
holiday in an uproarious comic-op- 
era fashion the day after the Fourth 
—the morning of July 5 found 15 
banks pounding on the door of the 
Superintendent of Banks with appli- 
cations for 31 branches, the Marine 
Midland Corporation was standing in 
line to ask to add two more banks to 
its holding company system, and The 
Franklin National Bank filed suit 
against G. Russell Clark, the Super- 
intendent of Banks, contending all 
branch and holding company applica- 
tions were illegal. 

Mr. Clark, providently, was in Eu- 
rope, shopping about for new ideas on 
the theory and practice of higher 
finance. 


Into Effect 


What caused the post-holiday fire- 
works was that the New York Omni- 
bus Bill had become law on July 1. 
That was a Saturday, and hence noth- 
ing could be done until after the 
holiday. The Omnibus Bill brought 
to an end the five-year freeze on hold- 
ing company expansion, and also 
opened the way for branching into 
suburban counties outside New York 
City. 

In spite of the line at his office 
door, Mr. Clark had said earlier 
there would be no “rush” to approve 
branch or holding company expan- 
sion applications, and that the State 
Banking Department would not act 
on any applications before giving 
them thorough consideration. 

Passage of the Omnibus Bill had 
been bitterly resisted by independent 
bankers during the last session of the 
Legislature. Going on record against 
the bill were The Independent Bank- 
ers Association, the New York State 
Bankers Association and the Nassau 
County Clearing House Association. 

The bill was passed just before the 
end of the session, and was the result, 
opponents charged, of trades and con- 
cessions between Governor Nelson A. 
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Rockefeller and New York City Dem- 


ocrats, 
Endangers Unit Banks 


Foes of the law say independent 
and unit banking’s existence is en- 
dangered by the new law. Small com- 
mercial banks will suffer tremendous- 
ly, they say, because of attractive 
merger conditions, permission for the 
formation of statewide bank holding 
companies, and branching by New 
York City banks and mutuals. 

Those favoring the law say greater 
expansion of the financial system is 
needed if New York State is to re- 
main pre-eminent as the dollar capi- 
tal of the United States. 


Applications 


Chemical Bank New York Trust 
Company of New York City with 10 
applications is asking for the most 
branches. The bank wants nine 
branches in Nassau County and one 
in Westchester County. 

First National City Bank of New 
York City wants five branches in 
Nassau and two in Westchester. 
Chase Manhattan Bank wants two 
branches in Nassau County. 

All other applications were for sin- 
gle branch offices. Of the 15 banks 
asking for branches, six were com- 
mercial banks and nine were mutual 
savings banks. 

Marine Midland Corporation is 
asking to be allowed to vote stock 
of affiliates in favor of two proposed 
mergers. It wants to merge the Salem 
National Bank into the Manufactur- 
ers National Bank of Troy, and to 
merge the Auburn Trust Company 
into the Marine Trust Company of 
Central New York, Syracuse. 


Resists Invasion 


The Franklin National Bank of 
Franklin Square, Long Island, is in 
the path of the oncoming invasion. It 
filed its suit against Mr. Clark for 
attempting to enforce the new law. 

Arthur T. Roth, board chairman of 
The Franklin National, has been an 


outspoken critic of the Omnibus Bill. 

The bank’s complaint, seeking a 
declaratory judgment, was served on 
William S. Brennan, acting Superin- 
tendent of Banks, at 100 Church 
Street in New York and immediately 
filed in the State Supreme Court. 

The complaint consists of 105 al- 
legations, stating 64 separate grounds 
for constitutional and legal attacks 
on the bill. It charges the bill is “null 
and void and of no effect.” 

These grounds, as cited in the com- 
plaint, pursue five main lines: 

1. Conflict of interest and resultant 
disqualification of Governor Rocke- 
feller to sign the last-minute message 
of necessity, or to approve the legis- 
lation. 

This was, The Franklin National 
says, because of his personal interest 
in the banks benefited by the legis- 
lation (Governor Rockefeller had an- 
nounced he had divested himself of 
all his bank holdings before passage 
of the bill) ; the personal interests of 
his brothers in such banks; and, be- 
cause one of his brothers (David) is 
vice-chairman of the Chase Manhat- 
tan Bank, which is directly benefited 
by the legislation. (An uncle, James 
Rockefeller, is president of The First 
National City which also advocated 
passage of the Omnibus Bill). 

The complaint states that as a re- 
sult of these various interests, the 
Governor’s action was “in substantial 
conflict with the proper discharge of 
his duties” and could give “reasona- 
ble basis for the impression that he 
could be improperly influenced or 
that his favor could be unduly en- 
joyed in the performance of his offi- 
cial duties by reason of his kinship 
with his said brothers.” 

2. Failure of the Senate actually to 
pass the bill because of numerous vio- 
lations of legislative procedure under 
provisions of the State Constitution 
and the rules of the State Senate. 

Franklin National charges the Om- 
nibus Bill was never put into its final 
form until after it was supposedly 
passed, that it was never properly cer- 
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tified by the Lieutenant Governor, 
and that numerous documents were 
altered to give the appearance of 
legality when they would have been 
illegal in their original form. 

“Moreover,” the bank says, “the 
bill, which was obviously a local law 
involving New York City, Westchester 
and Nassau Counties, was never 
passed in the manner or form re- 
quired by the State Constitution for 
such local laws.” 

3. The bill unconstitutionally de- 
prives the Franklin National Bank of 
liberty, property and equal protection 
of the law in that it grants privileges 
to New York City banks with respect 
to branching, merging, purchase of 
assets and other matters, while de- 
priving the Franklin National of the 
same privilege, the complaint says. 

Franklin National uses as an exam- 
ple the fact New York City banks 
are permitted to branch into Nassau 
and Westchester Counties, while it is 
not permitted to go into Westchester, 
and because of a difference in deposit 
reserve requirements, is, as a practi- 
cal matter, prevented from going into 
New York City. 

4, The bill violates the U.S. Con- 
stitution in that its holding company 
provision intrudes on a field pre- 
empted for Federal action, Franklin 
National says. 

5. The bill violates the U.S. Con- 
stitution by impairing, in five sepa- 
rate respects, the contract between the 
Franklin National and the U.S. Gov- 
ernment, originally resulting from the 
granting of a charter to the bank, the 
bank adds, saying that Franklin Na- 
tional guarantees of equality of treat- 
ment with other banks similarly sit- 
uated and the right to compete on 
equal terms with other banks are 
destroyed by the bill. 

Franklin National has also an- 
nounced its intention of bringing in- 
dividual suits for declaratory judg- 
ments and injunctions against banks 
seeking to operate under the statute. 

Attorney for the Franklin National 
is Howard H. Spellman of New York 
City. 

The State Banking Department im- 
mediately began preparations to an- 
swer the suit by appointing Judge 
Raphael P. Koenig as special assis- 
tant state attorney general to defend 
Mr. Clark and the law. 

Judge Koenig, a former New York 
City Magistrate, was counsel to the 
Joint Legislative Committee for Revi- 
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FDIC Insurance Covers 


Nearly All U.S. Banks 


Nearly 96 per cent of all commer- 
cial and mutual savings banks are in- 
sured by the Federal Deposit Insur- 
ance Corporation, Jesse P. Wolcott, 
chairman of the board, announced 
on release of the FDIC’s annual re- 
port for 1959, 

The 13,382 insured banks at the 
end of 1959 comprised 95.6 per cent 
of all banks in the United States. 
Together, they had 10,053 branches, 
giving the nation a total of 23,435 
banking offices. There are only 622 
banks and trust companies uninsured 
by the corporation. Of these, 55 are 
trust companies not regularly en- 
gaged in deposit banking, and there- 
fore are not eligible for Federal de- 
posit insurance. 

The report also noted disburse- 
ments to protect depositors were 
made by the corporation in the case 
of three insured banks which closed 
during 1959. The three banks had 
more than 3,000 depositors and de- 
posits of $2.5 million. Payment of the 








“Got everything ... pens. . 
. « » suspicious looks?” 


+ paper 





sion of the Banking Law and played a 
large part in the drafting and passage 
of the Omnibus Bill. 

END 


insured deposits was undertaken by 
the corporation; and up to the end of 
the year $1.7 million had been dis- 
bursed, with 80 per cent of the de- 
positors recovering the full amount 
of their deposits. Most of the other 
depositors will receive full payment 
as soon as their claims are filed or 
settled. 

Since 1934 the corporation has 
made disbursements to 1,400,000 de- 
positors in 439 failing banks, most 
of these occurring during the first 
nine years of deposit insurance. In 
these failures, only four-tenths of 1 
per cent of total deposits was lost to 
depositors. 

Since 1934, the corporation has 
paid out to the public $348 million 
in all insurance transactions. The 
corporation has recovered, or antici- 
pates it will recover, a total of $319 
million, leaving an estimated loss of 
$29 million on disbursements in all 
insurance transactions. 

During 1959, the corporation con- 
ducted a total of 10,767 bank exami- 
nations and investigations. Compared 
with the previous year, there was a 
marked increase in the opening of 
new banks and branches and admis- 
sion to insurance of noninsured 
banks. The board acted upon 161 ap- 
plications for admission to insurance, 
approving all but four. About three- 
fifths of them involved new banks, 
the rest being banks already in opera- 
tion but not insured. In addition, the 
board approved 19 applications for 
continuance of insurance by banks 
withdrawing from the Federal Re- 
serve System. 

Almost one-half of the new banks 
applying for admission to insurance 
approved in 1959 were located in 
Florida, Illinois and Texas. Of the 68 
operating banks approved for admis- 
sion to insurance, 25 were in New 
Hampshire and 24 in Kansas, the 
report stated. 

The report made note of the wide- 
spread development and installation 
of electronic equipment for the proc- 
essing of bank records. Proficiency in 
the use and understanding of new 
electronic devices is being taught to 
examination personnel by the corpo- 
ration. 
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Garden City, New York—Stock- 
holders of the Franklin National 
Bank of Long Island, at a special 
meeting here June 9, approved a 
change in the bank’s main office from 
Franklin Square to Mineola. 

Eighty-one per cent of the 3,233,- 
800 shares of stock outstanding were 
voted; 80 per cent approved and 1 
per cent did not. The change will be- 
come effective when formally ap- 
proved by the Comptroller of the 
Currency; tentative approval has al- 
ready been given by the Comptrol- 
ler’s office. 


Dallas, Texas—New drive-in 
banking facilities were formally 
opened June 6 by the Republic Na- 
tional Bank of Dallas. 

James W. Aston, Republic presi- 
dent, said the drive-in’s eight win- 
dows can handle up to 150 cars an 
hour. A pneumatic tube relay system 
and closed-circuit television provide 
direct connection with the main 
building. 

& 


Los Angeles, California—James 
D. Lea of Houston, Texas was recent- 
ly elected a vice president of the 
Union Bank, according to Harry J. 
Volk, president. 

Mr. Lea, who is in the national ac- 
counts section of the business devel- 
opment division, had been in sales 
and customer relations with the First 
City National Bank of Houston, and 
its predecessor bank, First National 
Bank, for the past 12 years. 

Other promotions made by the 
Union Bank were: 

Sydney J. Taylor elevated to trust 
officer; Robert A. Clemmons, Francis 
C. Wilson, and Armin C. Schaum- 
burg to assistant cashier; and Donald 
B. Mullis to assistant trust officer. 
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Gulfport, Mississippi—O. K. 
Lion, Mississippi state bank examiner 
for the past ten years, has joined the 
staff of the Hancock Bank as auditor. 

Mr. Lion is a native of Union- 
town, Alabama, where he attended 
high school. Following his discharge 
from the Air Force, he attended 
Huntingdon College in Montgomery, 
Alabama before joining the Missis- 
sippi Department of Bank Supervi- 
sion. 

e 


Belvidere, Illinois—The Second 
National Bank of Belvidere changed 
its name ‘o the First National Bank 
of Belvidere effective June 17. 

The bank celebrated its diamond 
anniversary in 1959. 


Newark, New Jersey—The Na- 
tional State Bank of Newark moved 
into new offices in the Prudential 
Plaza Building on June 13. 

The contemporary-styled bank fea- 
tures all glass wall construction, and 
epitomizes the most modern in bank- 
ing facilities. 


Beverly Hills, California—Two 
announcements were recently made 
by the Fidelity Bank. 

Murray L. Tanner, president has 
been elected to the board of directors 
of the California Bankers Association, 
Group 5, and Don Bisbing has been 
added to the staff as assistant vice 
president. 





EMPLOYE EFFICIENCY AND CUSTOMER CONVENIENCE 





were prime considerations in this remodernization of the Walsh 
County State Bank in Grafton, North Dakota. Tellers stations 
are of Botticino marble and walnut. 
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Dothan, Alabama—T. A. West, 
Jr., president of the First National 
Bank of Dothan, was elected presi- 
dent of the Alabama Bankers Associa- 
tion during that group’s shipboard 
convention which cruised to Puerto 
Rico, the Virgin Islands and back. 

Some 340 bankers made the con- 
vention voyage on the M. S. Bergens- 
fjord. 

Mr. West succeeds John Barnett of 
the Monroe County Bank. The as- 
sociation elected Will T. Cothran, 
president of the Bank for Savings and 
Trusts in Birmingham as first vice 
president. Robert M. Cleckler, presi- 
dent of the First National Bank of 
Childersburg, was named second vice 
president. 

Howard J. Morris, Jr. and Mrs. 
Milner Collins were re-elected as ex- 
ecutive vice president and treasurer- 
assistant secretary, respectively. 


Kansas City, Missouri — James 
M. Kemper, Jr., president of Com- 
merce Trust Company, has been 
elected a trustee of the Committee for 
Economic Development (CED). 

CED is a nonpolitical, nonprofit 
organization of 200 trustees who de- 
vote themselves to objective research 
for the promotion of stable economic 
growth and high levels of employ- 
ment. Its board is comprised of busi- 
ness executives and distinguished ed- 
ucators. 

The end products of the CED are 
policy statements, which, in the past 
18 years, have often influenced na- 
tional economic policy. 


Smethport, Pennsylvania—Or- 
lo Jay Hamlin, 86, president of the 
Hamlin Bank and Trust Company 
and a leader in banking circles in 
Smethport since 1892, died June 17. 

He attended St. Paul’s School in 
Concord, New Hampshire, and Ho- 
bart College in Geneva, New York. 
In 1886 he joined his father’s firm, 
Henry Hamlin and Sons Bankers. 
This enterprise became the Hamlin 
Bank and Trust Company in 1902. 
He was elected president in 1918. 

In addition, Mr. Hamlin was active 
in the Episcopal Church, had a wide 
range of business and fraternal ac- 
tivities, and was influential in conser- 
vation movements. 
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Toledo, Ohio—Walter C. Goetz 
has been awarded a $100 savings 
bond in recognition of his achieve- 
ment as the outstanding University 
of Toledo student majoring in fi- 
nance. The presentation was made by 
Willard I. Webb, Jr., president of The 
Ohio Citizens Trust Company which 
sponsors the annual award. 


Menomonie, Wisconsin—Rob- 
ert W. Lee, h president of Lee’s Drug 
Store, Inc. of 
Menomonie was 
appointed a di- 
rector of the 
First National 
Bank to fill the 
unexpired term 
of his father, J. 
P. Lee, who died 
May 1, 1960, ac- 
cording to C. Ta- 
len, bank president. Mr. Lee attended 
high school in Menomonie and was 
graduated from the University of 
Wisconsin School of Pharmacy after 
serving four years in the navy. He 
is active in several fraternal organi- 
zations and in Boy Scout work. 


MR. LEE 


Port Arthur, Texas—A _ public 
birthday party July 7-9 to observe 
the 60th anniversary of the First Na- 
tional Bank of Port Arthur was an- 
nounced by W. L. Weatherall, presi- 
dent. 

Gifts, souvenirs and refreshments 
were given during the three-day open 
house. 

The bank opened for business July 
7, 1900, five years after the incorpor- 
ation of the city. 


Denver, Colorado—William H. 
Kistler, president of The W. H. Kist- 
ler Stationery Company, was elected 
a director of The First National Bank 
of Denver, according to Eugene H. 
Adams, bank president. He fills a va- 
cancy occasioned by the death of 
Robert S. McIlvaine on March 15. 


Dallas, Texas—Dr. Leslie C. Pea- 
cock, financial economist with the 
Federal Reserve Bank of Dallas, has 
been elected an assistant vice presi- 
dent of the Republic National Bank 
of Dallas, according to James W. As- 
ton, Republic president. 

Dr. Peacock will be active in the 
bank’s economic research department. 
He received his bachelor’s, master’s 
and doctor’s degrees from the Univer- 
sity of Texas. 


Glenview, Illinois — The First 
Trust and Savings Bank of Glenview 
came into being May 20 with its first 
stockholders’ meeting, followed by 
the election of a board of directors. 

The bank opened late in June. 

Officers are Howard K. Hurwith, 
chairman of the board; Harold H. 
Stout, president; Charles D. Christen- 
sen, vice president; Edward Bernard, 
vice president; Dwight A. Wobith, 
cashier; James M. Hurwith, assistant 
to the president; Bruce Larkin, assis- 
tant cashier; and Joe McGrath, as- 
sistant cashier. 


7 
Maplewood, New Jersey—Me- 


morial services for Roderick Mc- 
Rae were held May 15 at the Morrow 
Memorial Methodist Church. At the 
time of his death he was executive 
vice president and a trustee of The 
Bank of New York and had been in 
charge of the bank’s investment di- 
vision, 
e 


Chicago, Illinois—Arthur Lars- 
chan, vice president and comptroller 
of the Exchange National Bank has 
been elected president of the Chicago 
conference of the National Associa- 
tion of Bank Auditors and Comptrol- 
lers for the coming year. 

He succeeds Sybren D. Nydam, 
auditor of the American National 
Bank and Trust Company. The Chica- 
go conference, with 117 member 
banks, ranks as the largest NABAC 


conference in the country. 
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DIRT FLIES as land rush participants dig for buried treasure 
of $25 to $250 during groundbreaking ceremonies of the First 
National Bank Building in Odessa, Texas. Treasures found 
were turned over to charitable institutions, including the United 
Fund and Community Chest. H. H. Simmons, president, said 
the 8-story, $214 million bank will be among the most modern 
in the Southwest. 





OPEN HOUSE was held by the Roc 
Bank as it celebrated a move to new quarters. Chartered in 
1945, the bank now has deposits of $514 million, according to 
Frank J. Reichardt, executive vice president. 





A LUMINOUS CEILING is one of the many eye-catching fea- 
tures of the newly-remodeled interior of the First National 
Bank and Trust Company of Steubenville, Ohio. Renovation 
included construction of a two-story addition, conversion of 
an existing mezzanine to a full second floor, and the installation 


of two drive-up and a walk-up window. 
—Photo by Bank Building and Equipment 
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k Falls (Illinois) National 


Lansing, Michigan—A three- 
phase open house program was car- 
ried to a successful conclusion during 
May by the American Bank and 
Trust Company in showing a $300,- 
000 renovation project. 

Hubert B. Bates, president, said 
more than 1,200 persons tours the 
bank. The first phase of the program 
was for bank employes and _ their 
families; the second for attorneys, 
trust customers, life underwriters, 
public accountants and realtors; and 
the third for the general public. 

Cash prizes and “sample” 25¢ 
pieces were given during the open 
house. 


Chicago, Illinois — Richard F. 
Lindner has been elected vice presi- 
dent of the Lincoln National Bank, 
according to Joseph Kaulas, presi- 
dent. Mr. Lindner, formerly assistant 
cashier, will be in charge of the in- 
stalment loan department. 


Daytona Beach, Florida—John 
W. Callahan, vice president of the 
Commercial Bank at Daytona Beach, 
was recently honored for his work 
in vocational agriculture by being 
awarded an honorary degree of state 
farmer by the Florida Association of 
the Future Farmers of America dur- 
ing their 32nd annual convention 
here. The degree is the highest award 
which can be made on a state level. 


St. Louis, Missouri—Colonel I. 
A. Long, president of the Southwest 
Bank, has announced the appoint- 
ments of Charles F. Luetkemeyer as 
assistant cashier and Russell Schaefer 
as assistant auditor. 


* 
Dallas, Texas—W. W. Overton, 


chairman of the board of the Texas 
Bank & Trust Company, has been re- 
elected vice chairman of the National 
Industrial Conference Board at the 
board’s 44th annual meeting in New 


York. 


The board’s fundamental purpose 
is to promote public welfare by bring- 
ing together the collective experience 
of those in industry, by studying in- 
dustrial and economic conditions, and 
by disseminating statements on eco- 
nomic direction. 
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Augusta, Georgia — Sherman 
Drawdy, president of Georgia Rail- 
road Bank & Trust Company of Au- 
gusta recently anounced a proposed 
increase of $1 million in the bank’s 
capital structure. 

Capital and surplus each would be 
increased $500,000 from accumulated 
earnings in the form of a stock divi- 
dend and from the sale of additional 
bank stock to the First Railroad and 
Banking Company of Georgia, which 
presently owns 98 per cent of the 
bank’s outstanding stock. 


Harrisburg, Pennsylvania — 
Bruce M. Hassinger has been ap- 
pointed associate secretary of the 
Pennsylvania Bankers Association 
trust division. 

Mr. Hassinger will be the PBA 
staff liaison man for all activities of 
the PBA trust division. He has been 
on the association staff since 1953. 

A graduate of Gettysburg College 
in 1939, Mr. Hassinger first worked 
for the Central Trust Company in Har- 
risburg. He served four years in the 
army and was discharged as a first 
lieutenant in 1946, From 1946-49 he 
was an assistant bank examiner for 
the Federal Deposit Insurance Cor- 
poration, and then worked with J. 
Horace McFarland Company in Har- 
risburg until 1953. 


Fort Worth, Texas—Harris H. 
Bass, executive vice president of the 
Bank of Commerce, has accepted ap- 
pointment as a member of the St. 
Joseph’s Hospital lay advisory board. 
In addition to other civic activities, 
Mr. Bass is president of the Tarrant 
County United Fund. 


Webster Groves, Missouri— 
Melvin G. Hall, banker, oil distribu- 
tor and cattleman 
of Noel, Missouri, 
has been elected 
president of the 
Webster Groves 
Trust Company, 
following his pur- 
chase of a major- 
ity interest in the 
bank. He succeeds 
the late Carl H. 
Holekamp as president and director. 
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EYE-CATCHING is the term best 
describing the new sign erected 
by the Admiral State Bank of 
Tulsa, Oklahoma. 





Chicago, Illinois—Raymond W. 
Fotte, vice president of the Chicago 
National Bank, was recently elected 
president of the Instalment Bankers 
Association of the Chicago Area. 

Other officers elected were: First 
vice president, Fred W. Heitmann, 
Jr., executive vice president of the 
Northwest National Bank; second 
vice president, James Thomson, assis- 
tant vice president of the First Nation- 
al Bank of Chicago; and secretary- 
treasurer, Gregory Wanberg, assis- 
tant cashier of the First National 
Bank & Trust Company of Evanston. 


Dallas, Texas—Plans to issue 
15,000 shares of stock and pay a 15 
per cent dividend have been an- 
nounced by E. B. Germany, board 
chairman, and Weldon U. Howell, 
president, of the Preston State Bank 
of Dallas. 

The plans would increase capital of 
$1,012,500, and surplus to the same 
amount, making a total of $2,025,- 
000. 

* 


St. Louis, Missouri—At a spe- 
cial meeting of the shareholders of 
Hampton Bank of St. Louis, approval 
was given to issue an additional 20,- 
000 shares of common stock at $25 
a share. 

The new issue will increase the 
capital account to approximately $1,- 
600,000, according to James R. 
James, Jr., chairman of the board. 





Sioux City, lowa—Directors of 
the Woodbury Bank and Trust Com- 
pany recently presented a 50-year 
plaque to C. T. McClintock, board 
chairman, according to F. A. Evans, 
president. 

Mr. McClintock, a native of Iowa, 
was graduated from Sioux City Cen- 
tral High School in 1901 and from 
the University of lowa in 1905. 

He began his banking career with 
the First National Bank of Iowa City 
as a bookkeeper in 1905, and also 
served with the Security National 
Bank in Sioux City before joining 
the Woodbury Bank as a teller in 
1910. He advanced through various 
staff positions, being elected president 
in 1952 and board chairman in 1959. 


Dallas, Texas—tThe election of 
four new officers and the promotion 
of six others was 
announced by 
Robert H. Stew- 
art III, president 
of the First Na- 
tional Bank in 
Dallas. Named 
vice presidents 
were Gene H. 
Bishop and A. G. 
Wallace. Gordon 
R. Carpenter was advanced to vice 
president and trust officer. Robert E. 
Tripp was elected assistant vice presi- 


MR. BISHOP 





MR. CARPENTER 


MR. WALLACE 


dent, while three assistant cashiers, 
Kent Mcllyar, Jr., David M. Phillips, 
Jr., and Eddie B. Pace were named 
assistant vice presidents. Charles Bolls 
and Stewart Powers were named as- 
sistant cashiers and John H. Depew 
was elected assistant trust officer. 
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Banker Testifies in Favor 
Of Douglas Disclosure Bill 


BY HERBERT E. CHEEVER 


| have been associated with the First 
National Bank in Brookings, of 
Brookings, South Dakota, for a peri- 
od of 22 years, and for many years 
I have been in charge of the real 
estate and instalment loan division 
of the bank. 

The City of Brookings is quite a 
typical midwest city of about 10,000 
population. It is located in Brookings 
County, which is an agricultural area. 
There are seven banks within Brook- 
ings County, and in the city itself 
there are two banks and three finance 
companies. Total deposits in the 
First National Bank are a little over 
$10,500,000, which represents some- 
thing over 50 per cent of the deposit 
volume in the county. 


Completely Independent 


The First National Bank is a com- 
pletely independent bank. One thing 
about it, that is perhaps not typical 
of most banking institutions, is the 
fact that the only interest charge in 
the entire bank operation is based on 
simple interest and that the maximum 
charge and the predominant rate in 
the instalment loan division is 8 per 
cent simple interest. When a client 
wants an instalment loan, he is ad- 
vised that the rate is 8 per cent 
simple interest, and he has the 
choice of either paying the interest 
annually, or, if he chooses to include 
the interest in the monthly payments, 
we then add to the principal of the 
note the interest which is computed 
with a factor of 4.33 for the first year, 
and one-third of 1 per cent is added 
for each month beyond 12 months. 
In other words, the factor for a two- 
year loan would be 8.33 per cent, or, 
if the loan were for three years, 
12.33. When interest has been thus 
added to the note, a statement is 
typed on the back of the instrument 
to the effect that interest has been 
computed on the basis of 8 per cent 
simple and included in monthly pay- 
ments. If the note is prepaid, the 
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same rate is used in computing the 
refund. In short, we want our client 
to fully understand the rate that he 
is actually paying and not be under 
any misconception that he is borrow- 
ing money at 4 per cent because that 
is the annual factor used. 

The growth of consumer credit 
during the past decade has been little 
short of phenomenal. Whenever we 
have a vast expansion in any part of 
our national economy, we are bound 
to find certain abuses that will creep 
into this expansion, and that is cer- 
tainly true in the field of consumer 
credit. Maximum interest rates are 
regulated by the laws of each state, 
and I firmly believe that that is where 
rate control should be. Conditions 
that might exist in Alaska certainly 
would not be the same as in South 
Dakota or Florida. 


The Real Cost? 


As individuals, we are all inter- 
ested in the cost price of any com- 
modity. When the cost of that com- 
modity is greatly enhanced by the 
addition of very heavy carrying or 
finance charges, then it is bound to 
affect the well-being of our economy. 
One of the most unfortunate things 
that is happening in the consumer 
credit field today is that very few 
buyers know or realize the rate of 














‘Want to hear a real funny story?” 


interest they are required to pay. 
Various misleading terminologies are 
used, and most people are unable to 
translate the finance charge in terms 
of actual interest. 

Permit me to illustrate this point. 
Supposing that Joe is purchasing a 
car and wants to finance $1,500, 
which is to be repaid at a rate of 
$125 plus interest each month and to 
be paid in full over a period of 12 
months. He inquires as to the inter- 
est rate and is told that this can be 
financed for “6 per cent straight.” 
How much interest is Joe going to 
pay? The answer is $90, or 6 per 
cent of the entire amount borrowed. 
The fact that the borrower was 
making monthly payments did not 
cut the interest at all, and when he 
was down to the last month and owed 
only $125, he was still paying inter- 
est on the entire original amount 
borrowed. He thought he was bor- 
rowing money at 6 per cent interest, 
when the truth is it was nearly 12 
per cent on a simple interest basis. 

I will illustrate this further by a 
concrete case. This man is a college 
graduate, and, in fact, has a master’s 
degree in economics. Several years 
ago he asked us to finance $4,000 
on a trailer home, and at that time 
we were loaning money on a 7 per 
cent simple basis. The loan was set 
up one year at a time with the entire 
balance due on the 12th month. In- 
terest was, of course, computed on 
the unpaid balances from month to 
month. The first year went by, and 
the loan was renewed for a second 
year. In the meantime interest rates 
were increased, and we told him that 
the rate would go up to 8 per cent 
simple interest for the third year. 
Our client told us that he could get 
money at 7 per cent, and that was all 
there was to it. Our loan was paid 
off with a check from a finance com- 
pany. I was pretty sure that I knew 
what had happened, and _ several 
months later I found out, for our 
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client came back and asked us to 
please figure out what was wrong 
with his loan. It was easy to work 
out, for in order to avoid our 8 per 
cent simple interest rate, he had fal- 
len for the so-called 7 per cent 
straight interest talk, and too late, he 
found out that he was paying be- 
tween 13 per cent and 14 per cent 
for the use of the money. This man 
then asked the finance company to 
pay off the loan, and, of course, he 
again had to pay a penalty for pre- 
payment. 
Oblivious 

Here is another situation which is 
very common. An individual will 
make a purchase, and he will then 


be asked if he would like to arrange 
the financing of a part of the pur- 
chase price. The main question that 
he is asked is—how much per month 
is he able to pay. The contract will be 
drawn to fit his budget, but for some 
reason unknown to me, the pur- 
chaser will not pay any attention to 
the number of months that the con- 
tract is going to run. Certainly it is 
stupid on the part of the buyer for 
the contract will probably set out in 
black and white the dollar amount 
of finance charges, insurance, etc., 
but the buyer goes out completely 
oblivious as to what he is actually 
paying for this service. 

This is a concrete example. A 





The Douglas “Full Disclosure” Bill, S. 2755, which would require 
all lending agencies to tell their customers which their borrowed 
money costs in terms of simple interest, is one which never fails to 
evoke a reaction, whether that reaction is cerebral or glandular. 

Mr. Cheever, vice president of the First National Bank of Brookings, 
South Dakota, had some very cogent things to say about the Full 
Disclosure Bill, and why he thought it would benefit the general public 
and the banking industry, and why it would act as a detriment to 
sleazy, fly-by-night loan shark operators. 

His statement was given before the Subcommittee on Production 
and Stabilization of the Senate Committee on Banking and Currency 


in Washington. 


The First National Bank has deposits of over $101 million, about 
half of the volume in Brookings County. Mr. Cheever told the com- 
mittee how the bank was founded by Horace Fishback as a private 
bank before the railroads were built to the town on the Dakota prairies. 

He recalled that Mr. Fishback had told him receiving a bank charter 
was a privilege. “The first privilege was that only a limited number 
were given the right to have bank charters. The people of the commun- 
ity were going to entrust their money to us and we had the obli- 
gation to take care of that money for them safely. The next obliga- 
tion was to see that the money was to be used carefully in the commun- 
ity. The third privilege we had was, of course, the privilege as a banker 
of making money. You see, there are not very many financial institu- 
tions of any kind in the country in which the customers and the public 
are furnishing the capital to do business. We, as the owners and 
stockholders, are putting up $1 and the public is usually putting up $10 
or more on which we are going to operate. And we have an obligation 
and a trust in the community, and perhaps more so in a small com- 
munity, to not only take care of those that are well-to-do, but likewise 
to take care of others that are growing and developing.” 

The First National does not break even on some of the loans it 
makes at interest rates below those of finance companies and other 
lenders, he said. “But our idea of banking is that we should look at 
the entire picture at the finish of the year and see whether the bank 


” 
makes money. 


Senator Paul Douglas, author of the bill, commented that “it is 
obvious that you and your associates are running the bank under the 
philosophy that banking should be a public trust, because, as | under- 
stand it, there is no requirement in the South Dakota law that you state 
the rate of interest in annual terms.” 

Mr. Cheever’s statement was approved by Horace Fishback, Jr., 
president of the First National, and by the bank’s directors. 

S. 2755 has the endorsement of both The Independent Bankers Asso- 


ciation and the American Bankers Association. 
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young man with a high school edu- 
cation purchased a car. The differ- 
ence in the exchange was $825. The 
financing was arranged at $52.30 per 
month for a total of 24 months. The 
total amount to be repaid was, of 
course, $1,255. Thus, the finance 
cost of $430 was more than 50 per 
cent of the amount of the exchange. 
Broken down, this included about 
$175 for the two years’ insurance, 
and the balance of $260 was, the 
carrying charge. The buyer was, of 
course, purchasing the insurance, and 
that should be added to the purchase 
price, so that the amount that he 
was borrowing was just under $1,000. 
The $260 charge for carrying the 
$1,000 for two years meant that he 
was paying just about 25 per cent 
on a simple interest basis. The young 
man showed this contract to his em- 
ployer who brought it in to the bank, 
and the finance company was paid 
off. The bank loan, which also in- 
cluded insurance, was set up over an 
18-month period. The repayment 
figure was $54 per month. While the 
monthly payment was increased to 
$1.70 per month for 18 months, the 
buyer shortened the paying period 
by six months at $52.30. I will refer 
to another situation in this case later 
in this statement. 

Another similar factual situation 
was that a customer of ours called 
me one evening and said that he 
wanted to go to a nearby city to pur- 
chase a car that he had seen adver- 
tised on television. I approved the 
loan for $1,800, payable $60 per 
month, which, with interest, would 
require about 33 months to liquidate. 
The man called me back the next day 
from this city and told me that the 
car had just been sold before he ar- 
rived, but that he could buy another 
one just about like it for a couple 
hundred dollars more. He also told 
me that the dealer had offered him a 
better finance deal than ours because 
he could get a contract at only $55 
per month rather than $60. I natural- 
ly asked the customer how many 
months he would have to pay the $55, 
and he couldn’t tell me. When he 
found out that the contract was to 
run for approximately 40 months, he, 
of course, saw daylight, but again for 
some reason the customer was totally 
ignorant as to the true finance charge 
and the number of months that the 
contract had to run. 


S. 2755 is a very simple and forth- 
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right measure. It merely requires that 
any one that is extending credit advise 
the purchaser in writing before the 
transaction is comsummated, first the 
amount of the charge for the credit, 
and second a statement in terms of 
simple interest as to what the charge 
amounts to. The use of money has a 
certain basic value. Any loaning in- 
stitution must add to that a charge for 
the risk involved, plus an additional 
charge for the work element that may 
be required to handle that type of 
transaction. I do not say that some 
of these transactions should not have 
a high rate of interest, but I do say, 
and firmly believe, that the borrower 
has a right to know what he is actu- 
ally having to pay and in the terms 
of simple interest. If the buyer has 
that awareness, then it can only be 
up to him as to whether or not he 
wants to complete the transaction. To 
me, one of the main objectives of 
government is the protection of its 
citizens. If there are large numbers 
of our people that are unable to com- 
prehend or understand the confusing 
and misleading interest terminologies 
that are commonly used, and, if we 
can correct this situation by the en- 
actment of a measure such as this, 
then I think we owe that obligation 
to our citizenry. 


A Right to Know 


To me, S. 2755 is not a regulatory 
measure. If we were to enact a law 
that would attempt to limit the rate 
of interest that could be charged or 
to limit the number of months in 
which payments could be made, or, 
if we would try to prescribe the 
amount of the down payment, then 
such a law would be regulatory. 
In S. 2755, all that is being required 
is that the buyer be informed of the 
truth in language that he can under- 
stand. We have legislation today that 
requires the manufacturer of cloth- 
ing to show us the kind of materials 
that are in the piece of goods. We are 
entitled to know the percentage of 
wool and whether it is new or reused 
wool. We are entitled to know the 
percentage of the garment that might 
be cotton, dacron, or some other fiber, 
and, if the fiber is a trade name, we 
are even entitled to know of what it 
is made. The same situation exists 
with the food and drug act. Whether 
we are buying vitamins or cornflakes, 
the label must tell the buyer just 
what is in the package or the bottle. 
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Those measures exist for the protec- 
tion of the buyer and the obvious 
reason for the law was to correct 
abuses that must have existed. S. 
2755 does exactly the same thing. 
Millions of people in our nation 
find that it is necessary or expedient 
to use consumer credit, and this 
credit is a very integral part of our 
economy. When excessive charges 
are made, it has a very definite effect 
on both the people that are paying 
those charges and on our economy 
in general. In analyzing the consu- 
mer credit problem, we should give 
some thought as to why certain 
abuses exist. In the first place, the 
financing of consumer credit is, of 
course, a very competitive field. Nor- 
mally competition in itself will re- 
gulate the price. Unfortunately, that 
has not been the case with consumer 
credit. The great bulk of consumer 
credit originates with the merchant 
or dealer. They are the ones that 
control where this finance paper is 
going to be sold. The competition 
that has developed is as to which 
financial institution can do the most 
for the dealer. What I am talking 
about is the “kick back” from the 
financial institution to the originator 
of the credit. This item in itself is 
costing the people of our country 
untold millions of dollars and is all 
being added in as a part of the cost 
of consumer credit to the purchaser. 
I am sure that I am safe in saying 
that with many originators of credit 





the fees they are receiving for these 
“kick backs” will be a very substan- 
tial part of their net earnings. 


The Kick Back 


Again, we should step back a few 
years in the history of consumer 
credit. As the plan was growing and 
developing, dealers and merchants 
were selling paper to financial insti- 
tutions, and the originator of the 
credit was required to guarantee the 
payment of the obligation of the pur- 
chaser. Good business practice was 
to set up a reserve fund out of which 
losses would be paid. This is still 
done and is legitimate to a degree; 
that degree should be a reserve in an 
amount that would protect the dealer 
from losses that he might sustain on 
the paper sold. As consumer credit 
continued to develop, most financial 
institutions found that in general 
their experience was very satisfac- 
tory. Consequently, the provisions of 
the guaranty were limited. As the re- 
serve fund became larger than was 
necessary for the dealer’s protection, 
the overages were returned to the 
dealer. 

In my judgment this situation is 
getting completely out of control. 
Only a small part of the amounts 
credited to a dealer are a legitimate 
reserve. The balance of it represents 
how much the dealer can get for 
selling the paper. The situation has 
deteriorated so far that today if a 
dealer merely sends a customer to a 








“Of course, the new owner will have to assume a 17¢ mortgage.” 
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financial institution and they make a 
direct loan, that dealer is given a 
substantial check for sending some- 
one a customer. A perfectly normal 
pay-off on that type of a transaction 
is approximately 20 per cent of the 
finance fee, which again is all added 
to the cost of the credit to the con- 
sumer. Another situation that exists is 
that many financial institutions will 
furnish to the dealer a table of a net 
amount that they will have to receive 
on various classifications of credit. 
The dealer is authorized to make any 
additional charge that he can within 
the limits of the state law, and he 
will pocket the difference. 

You will recall that I mentioned 
that I would refer again to a case in 
which the differential on a transac- 
tion was $825, with a $430 finance 
charge which included insurance of 
$175 and a carrying charge of $260. 
The day that we happened to take up 
that loan, the dealer in question let 
it be known to me that what we had 
done had just cost him $77. The 
dealer received approximately 23 per 
cent of the $260 finance charge, or 
$60, and in addition received 10 per 
cent of the amount of insurance that 
was sold, or $17 more. 

It so happens that the $77 dealer 
“kick back” was $18 more than our 
interest charge for financing the loan 
over a period of 18 months. The 
young man that signed up the con- 
tract was totally ignorant as to the 
rate that he was having to pay. In 
our own bank there is no such thing 
as a dealer “kick back.” One of the 
main reasons that we will not toler- 
ate it is that the “kick back” would, 
of course, have to be added to the 
cost of financing, and we know that 
the customer would be told that he 
was getting a bank loan, and the 
blame for the higher rate would, of 
course, fall on our shoulders because 
whenever a bank is buying dealer 
paper, the purchaser again is lulled 
into security because of the fact that 
he thinks that it is a bank loan. 

I am frankly just as critical of 
banks as I am of finance companies 
for permitting this situation to get so 
far out of hand. 


Salutary Effect 
What salutary effect would S. 2755 


have on a situation like the dealer 
“kick back?” In my judgment, no 
dealer is going to enjoy telling a cus- 
tomer that he is going to have to 
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charge him 15 per cent or 25 per 
cent interest, particularly when that 
charge includes a substaritial part of 
it for the dealer. Certainly, both the 
dealer and the customer will be seek- 
ing outlets where the price for the 
use of the credit will be commensu- 
rate with the risk. 

In my judgment the passage of S. 
2755 would give immeasurable pro- 
tection to those that cannot under- 
stand the intricacies of consumer 
credit contract. I sincerely think and 
feel that it would be a good thing 
for the economy of our nation. 








“The boss says he doesn’t mind you 

working overtime but he wishes you 

would come by once in awhile to pick 
up your salary.” 


Calif. Independents 
Told Political Work 


A Vital Necessity 


“If we are really concerned about 
the future of our businesses and our 
society and our children, we must 
busy ourselves more and more with 
the creation of a political climate in 
which the values of political and eco- 
nomic liberty can survive,” Dr. 
George C. S. Benson, president of 
Claremont Men’s College, told the 
Independent Bankers breakfast meet- 
ing at the Ambassador Hotel in Los 
Angeles, California. 

The meeting is an annual joint 
event at the California Bankers As- 
sociation Convention and includes 
members of both the Southern Cali- 
fornia and Northern California inde- 
pendent groups. 

“This means that you and other 
businessmen must take a more active 
part in politics,” Dr. Benson contin- 
ued. “Never forget that government, 
no matter how benevolent its inten- 
tions, is organized ubiquitous force. 
If you don’t want that force to be 
all-absorbing, you had better act!” 

The Southern California Independ- 
ent Bankers Association’s president 
is Nelson Chase, Vice President, San 
Diego Trust and Savings Bank. 





the period of April 20-22, 1961. 


This is going to be a wish of O. D. Hansen’s during the next eight and 
a half months. Mr. Hansen, president of The Bank of Union County, 
Elk Point, South Dakota, and president of the Independent Bankers 
Association, has announced that the 1961 IBA convention will be held in $ 
Washington, D.C. April 20-22 at the Sheraton-Park Hotel. 

Mr. Hansen said the hotel has excellent facilities for the convention, 
and that Washington is a vital and enormously active city with a 
historic background second to none in the United States. 

Washington’s famous cherry blossoms usually bloom in April, but 
they are notoriously unpunctual, and Mr. Hansen is making no firm 
commitments to convention-going camera fans. 

The convention will be the IBA’s 27th annual meeting. 


Washington, D.C. To Be 
1961 Convention Site 


Wanted: some willing cherry blossoms to bloom obligingly during 
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building the 


v's a great axiom among advertisers 
who dabble in psychology that a 
firm’s most important asset is its 
public image. The more favorable 
that image, the more _ successful 
the firm. This is equally true among 
shoelace manufacturers, cigarette 
makers and motor car companies. 

We, of course, are concerned with 
banks, and before we discuss how to 
construct a favorable image, we 
should first explain why it’s neces- 
sary to be concerned with what the 
bank’s image is; and second, analyze 
the stuff an image is made of. 

This is an age of standardization. 
For banks, success depends on an 
excellence of degree rather than an 
excellence of kind. 

Back in the days of roaring rugged 
individualism, there was a chance to 
excel in kind. Some banks issued 
their own currency, and naturally, 
some kinds were better than other. 
If you got a bill from a sound bank, 
it was likely worth a dollar. If you 
got one from the other kind of a 
bank, the actual value of the bill 
might be considerably less than the 
face value. 

Banks today can no longer issue 
their own currency. The government 
has taken over that function to pro- 
tect the public from the unscrupulous 
and has given all dollar bills a 
uniform value (it has succeeded 
completely, and ALL—not just some 
bills—are worth about 41 cents 
today); hence a bank must provide 
better service and present a better 
image than its competitors in order 
to win customers. 


Priceless Intangible 


In actuality, a public image is an 
airy nothing. It’s an intangible appa- 
rition thrown into mid-air as if by 
light striking through a prism. The 
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bank's 


BY DON HIPSCHMAN 


rays of light refracted through each 
facet of the prism contribute to the 
image. If one facet is flawed, the 
entire image is damaged. 

For a bank, the facets of the 
prism from which its image is cre- 
ated are its staff, its kind and scope 
of service, its advertising and public 
relations programs and the very phy- 
sical appearance of the bank itself. 

We’re now operating on intuition 
rather than research, but it shouldn’t 
be too difficult to assess what is a 
good image for a bank. The customer 
wants to picture his bank as friendly, 
fair, efficient, accessible, but above all 
—safe. 


Safe and Secure 


It doesn’t matter if he walks into 
a bank and is greeted by name by 
every officer and employe, if he sees 
whole batteries of computers, if he 
can walk into the president’s office 
and chat about golf. These things are 
important, but they do not become 
important until the customer knows 
his checking or savings account is 
completely safe. 

“Like money in the bank” and 
“you can bank on it” are two phrases 
which show the public’s innate trust 
of banks. Safety is the most impor- 
tant part of the image. 

Yet banks often damage this image 
by trying to pretend the bank is some 
kind of a supermarket. They denigrate 
safety in order to show they are 
friendly and approachable. Quite 
often, some psychotic shows them 
just how approachable they are by 
walking out of the bank with a sack 
of money obtained illegally. 

There’s no need to clamor for the 
old-style banks with their high teller 
cages and a guard giving a gimlet- 
eyed distrustful look at everyone 
who ventures into the door. There 








is a need, though, to stress safety. 

If your bank is all the things a 
good bank should be, how do you 
begin conveying that image to the 
public? 


Building an Image 


Naturally, your customers will 
begin building the image in their 
own minds from their dealings with 
you. Your customers do not consti- 
tute the entire public, however, and 
your advertising and public rela- 
tions programs are the next most 
important avenues of conveying this 
image. 

The image of a business firm can 
be likened to a maiden’s reputation. 
It doesn’t take an actual physical 
assault to ruin it—a few wrong im- 
pressions, a hint, an unfounded com- 
plaint—any of these will damage the 
image. Those who begin to shun the 
bank will do so without a conscious 
reason, and the bank itself will not 
be aware of what is happening. 

Banks and financial institutions 
are relatively new to advertising and 
public relations. In the past few 
years, bankers have suddenly decided 
they were being too aloof and 
Olympian for the general public. 

The bankers set out to show the 
public it is welcome in the bank and 
that bankers can be as friendly as 
anyone. Sometimes, though, they 
have damaged the bank’s image by 
resorting to carnival pitchman tech- 
niques. 

It’s time to reassess some of these 
techniques. The bank has long been 
associated as a place of prestige 
which only the better element of a 
community had contact with. In 
seeking more customers, there is no 
need to degrade the bank or to 
cheapen it so that people no longer 
regard it as a citadel of stability. 


THE INDEPENDENT BANKER 








The wisest course is to protect the 
bank’s prestige, and to extend it to a 
wider group of people. 


Misplaced Emphasis 


Quite often, it’s possible to have an 
ad which is excellent from an atten- 
tion-getting and readership stand- 
point, yet which conveys exactly the 
wrong message. 

A few years ago, the august Bell 
Telephone Company ran an ad in 
national magazines which showed an 
appealing little girl wrapped in 
a towel listening seriously to the 
telephone. She obviously had just 
stepped out of her bath. 

Being called to the telephone while 
you're in the bath is an American 
cliche which comedians have culti- 
vated thoroughly, so the advertiser 
had the advantage of using some- 
thing the public was familiar with. 
There was an angelic moppet using 
the product in the picture, and any- 
time you can show angelic moppets, 
fuzzy dogs, strong men or beautiful 
women enjoying your product, you 
are assured of the reader’s attention. 
What more could Bell Telephone 
have asked for? 

Nothing more in the way of at- 
tracting the reader, perhaps, except 
the message the reader got very 
likely didn’t do Bell Telephone an 
iota of good. 

The impression left with the 
reader was that he was at the beck 
and call of every idiot who knows 
how to dial a number, that at any 
moment of the day or night he might 
be disturbed to answer the jangling 
beast in his own home. Better then 
not to have such a device. The 
ad didn’t succeed in convincing the 
reader the telephone was a desirable 
thing because of the convenience it 
offers, and because it didn’t do that, 
there was no reason for the ad. 

Banks can often run into the same 
sort of difficulty, and their ads, no 
matter how clever or artful, can act- 
ually be harmful. 


Burst Bubbles 


A handy case in point is the 
very considerable amount of adver- 
tising being done by banks which 
offer credit card and revolving check 
credit services. 

The universal pitch in these ads 
is to the effect that the bank offers 
“Instant Money” or “Money Any- 
time You Want It for Anything You 
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Want to Buy.” The reader is urged 
to “Write Yourself a Check.” 

The stress, whether it is intentional 
or not, is that the bank is offering 
something for nothing. 

The damage results two ways. 
There is the bank which recently con- 
ducted a campaign for consumer 
credit and had to turn down some 
6,000 applicants. Here was a self- 
made reservoir of ill-will. 

The bank is also hurt when the 
user of this soft credit finds that he 
has payments to make, and _ that 
interest often is more considerable 
than he had anticipated. 

You can scoff and say, “People 
aren’t that naive as to believe they 
won’t have to repay money they get 
from a bank in this fashion,” but the 
unconscious acceptance of this some- 
thing-for-nothing dream sells credit 
card accounts. 

A more proper approach in selling 
services of this type would have been 
to have first made extensive credit 
investigations, and then to have 
offered it through a direct mail 
approach to those who could afford 
it and who would find it a conven- 
ience. 


Speak Often 


Advertising is like exercise; to be 
effective, it must be regular. Even 
the most mediocre type of ad cam- 
paign will pull better results if it’s 
regular than will a series of brilliant 
campaigns run sporadically. 

If your community is serviced by a 
daily paper, this means running your 
ads daily, if possible, or else on the 
same days of every week. In both 
dailies and weeklies you’d be well 
advised to ask for the same position 
for your ads each time they are run. 

The ad message should be varied, 
of course, but there should be some 
element or artwork in the ad which 
clearly identifies it as the bank’s. 

Ad content itself is a subject books 
have been written on, so we won't 
belabor that too much. Ads should be 
used, however, to educate the poten- 
tial customer about every department 
and service of the bank, and to capi- 
talize on seasonal changes. 

We will mention, though, that 
humor is a double-edged tool. It can 
get a reader’s attention easily, but it 
can also alienate him if it’s used the 
wrong way. 

If the ad pictures the customer 
as a harried, ineffectual type, the 
reader may laugh, but he will not go 
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in your doors so it’s he who is 
laughed at. Nor should the bank be 
caricatured, unless the public is to 
picture the bank as something which 
isn’t to be taken seriously. 

Television and radio advertising 
can be extremely effective. The best 
results come when air time is used to 
reinforce and buttress information 
given in a newspaper ad. 

Obviously, you can’t repeat a 
newspaper ad on television or radio, 
but you can take the key lines from 
the newspaper ad and use them on 
the air. This reminds the customer 
he has seen your ad in the news- 
paper, and also allows him to iden- 
tify the ad with your bank even 
before the name is announced. 

Magazine advertising is a little out 
of the realm of community banks 
because the magazine covers a much 
wider area than the bank’s trade 
area, because it is more expensive 
than local newspaper, radio or tele- 
vision, and because the magazine 
audience is a narrow one consisting 
only of a segment of the public. 

Banks which have correspondent 
services to offer will utilize banking 
publications. There is no other means 
readily available to them except 
direct mail advertising, which is often 
too expensive and time-consuming 
for the return it brings. 

It’s purely a personal prejudice 
that billboards should not be used. 
Most people likely view them as 
something which is turning the road- 
side into a cluttered, junky slum, and 
they think less of the bank or of any 
firm for participating in such a 
scheme. If possible, all billboards 
should be consigned to the outskirts 
of Los Angeles. 


No Cheapies 


Open houses are a great means of 
bringing the public into the bank to 
meet the staff and see the facilities. 
The bank, when it does run an open 
house, shouldn’t give away cheap 
gifts or favors. It would be far better 
to give nothing than to give a gift 
which comes apart in the customer’s 
hand the first time he uses it. When 
this happens, he is disappointed, and 
he transfers his disappointment not 
to the manufacturer of such trash 
but to the bank which gave it to him. 

Gimmicky promotions are also 
something which detract from the 
bank’s prestige. Such promotions 
don’t have to be sponsored by the 
bank; quite often the bank is hurt 


merely by having some of its em- 
ployes affiliated with an organization 
pressing for a so-called civic func- 
tion. 

The guise of these promotions is 
always “service,” given with a back- 
slap and a warm smile. The not-too- 
well concealed motive is always prof- 
it. The Junior Chamber of Com- 
merce, which does have some worth- 
while projects, seems to have a pen- 
chant for getting involved in the more 
flagrantly asinine schemes. 

People have been cozened by too 
many “Eat Lotsa Local Beans.” 
“Wear Shined Shoes” and “You 
Auto Buy Now” weeks not to be 
wearily cynical about them. 

They tend to view such commer- 
cial extravaganzas as just more at- 
tempts to extract a dollar. 

If your teller or loan officer is 
standing in the foreground with a 
mechanical grin giving the come-on, 
for “Eat Lotsa Beans Week,” the cus- 
tomer begins to wonder if the fri- 
volity and giddy froth carries over 
to the bank. 

There are other areas where the 
sheen of the bank’s reputation can be 
dulled. Being too vociferous in par- 
tisan politics is an excellent way to 
lose friends and alienate people. 

The soundest approach is to pro- 
tect the bank’s prestige and to make 
the customer associate himself with 
it. Don’t expect miracles, though. It 
takes a long time to establish this 
kind of image, and there is no easy 
flick of the wrist, no magic formula 
which will do it for you overnight. 
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» The following table shows | 
the aggregate income changes 
$ (in billions of dollars) of the 
principal groups in the em- { 
ployed civilian working popu- 
$ lation between 1951 and 1958: 
Occupational : 


Group 1951 1958 % Gain 
White Collar $ 82.7 $134.9 63 


j Professional 21.1 43.0 104 $ 

Managers & ; 
proprietors 31.3 46.2 48 

Clerical 19.7 30.0 52 7 
Sales 10.6 15.7 48 
Blue Collar 72.1 92.8 29 


Craftsmen 32.3 42.8 33 
Operatives 32.0 40.1 25 


Laborers 7.8 9.9 27 
Service 9.6 15.5 61 
Farm 11.8 9.4 —20 

Total $176.2 $252.6 43 


Source: U.S. Bureau of the Census. 
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Mr. Lanphier brought this criticism 
of the U.S. defense policies 

at the IBA’s convention in Denver. 
A former vice president of the 
Convair Division of the General 
Dynamics Corporation, he resigned 
in order that he might speak 

more freely on defense matters. 

He also has been a member 

of the Air Force Scientific Board, 
was special assistant to the 

Secretary of the Air Force for 
Research and Development, and 

has function as special assistant 

to Senator Stuart Symington 

when the Senator was chairman 


of the National Security Board. 


A Balanced Budget 
May Not Be Enough 


BY THOMAS G. LANPHIER, JR. 


The city of Berlin, by virtue of a 
series of positions taken by Soviet 
Russia and the nations of the free 
world, has become the Rubicon of 
World War III, not only because of 
the large garrison of American 
troops and their families residing in 
that city, but Lecause of principles 
invested there by the United States 
and its allies. Events are moving 
with ominous rapidity toward a mo- 
ment early in this decade when the 
free world is going to be called upon 
by Soviet Russia to stand for what it 
has long professed to believe. Or let 
the name of Berlin join that of Mu- 
nich in the history of the world each 
of us will leave to his children. 

The third world war, which has 
been raging on political, economic, 
educational and scientific fronts for 
years—publicly unrecognized by our 
government—has these past several 
weeks flared once again into martial 
headlines. 

The U-2 incident, coming just 
prior to the summit meeting, and 
affording Khrushchev the several 
propaganda gambits he exercised at 
Paris is, of course, cause for imme- 
diate concern. 

The concern being whether Khru- 
shchev, who is now going through 
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the classic steps of conditioning his 
people and the world for pre-emptive 
war, will press his momentary ad- 
vantage all the way to actual con- 
flict in the immediate future. This is 
a remote but not entirely unlikely 
possibility. 

More likely, he will use this oppor- 
tunity to heighten Russian popular 
expectancy and acceptance of pre- 
emptive war at some future date. 


A Critical Decade 


In any event, the U-2 incident and 
Khrushchev’s performances in Paris 
and Berlin are the most recent of a 
series of current events which point 
up and, in themselves, are part of the 
criticality of the decade into which 
we are moving. 

It is my personal conviction that it 
is long since past time for the people 
of the United States, and particular- 
ly for such people as you in respon- 
sible executive positions, to make a 
hard-boiled appraisal of our national 
situation and objectives for the fu- 
ture. And to make an equally hard- 
boiled appraisal of the virulent, well 
organized, and effective opposition 
working against us. An appraisal un- 
cluttered by personal political or eco- 
nomic considerations to the extent 


each of us, as an individual, is capa- 
ble of making it so. 

My own such appraisal leads me 
to the temporary conclusion that my 
country, as a result of popular in- 
attention and indolent government in 
the midst of a new kind of war, is 
losing its position of leadership on 
behalf of men who believe in the dig- 
nity and usefulness of the individual. 
And may be drifting indifferently 
toward a senseless nuclear war or, 
more likely, national disgrace. 


Once a Leader 


Ten years ago the United States was 
acknowledged, even by the USSR, 
to be the nation in the world. Not 
necessarily the ideal nation, but cer- 
tainly the most advanced society on 
earth in a material sense. A society 
which the Communists had set as 
their objective to surpass and de- 
stroy. A society which many another 
people aspired to emulate or join 
because of the freedom it afforded 
its individual members. 

Ten years ago the United States 
was the most powerful military force 
in the world. We had the hydrogen 
bomb and a unique force of bombers 
with which to deliver it in retaliation 
against an aggressor. Russia did not 
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have the hydrogen bomb. And the 
inter-continental ballistic missile was 
not yet heard of in the world. 

Ten years ago the man in the moon 
was still a romantic figure. No one 
had yet dreamed that in our life- 
time he might be identified as a Com- 
munist. 

Ten years ago Tibet and Laos were 
still relatively free. The name of 
Nasser was little known outside of 
Egypt. And even Cuba hadn’t heard 
of Castro. In fact, very few people 
this side of the iron curtain had ever 
heard of Nikita Khrushchev. A con- 
siderable number of people at that 
time even held to the hopeful hunch 
that when Stalin died, Communist 
Russia might somehow explode from 
within. 

Ten years ago the gross national 
product of the United States was 
$350 billion and the gross national 
product of the USSR was $80 billion. 


Running in Place 


Today, on the threshold of the 
seventh decade of the 20th Century, 
things have changed significantly. 
The United States and the free peo- 
ples of the world have experienced a 
number of changes for the better, 
particularly in the materialistic field. 

For instance, over the past decade 
the annual gross national product 
has increased from $350 to $500 bil- 
lion a year. It has risen at an annual 
rate of 3.5 per cent for the past five 
years. 

However, over the same decade, 
the annual gross national product of 
the Soviet Union has increased from 
$80 to 185 billion. It has risen at an 
average rate of 8.7 per cent per year 
for the decade, and 7 per cent a year 
for the past five years. 

Concurrently Russia has advanced 
at an impressive rate in the fields of 
education, of the arts, and even ath- 
letics. And, of course, in science. The 
United States, a decade ago techno- 
logically supreme in the world, now 
shares that supremacy with Soviet 
Russia in the eyes of hundreds of 
millions of Asians, Africans and 
Europeans. 

And, having added to its vast arse- 
nal of conventional arms and sub- 
marines its intercontinental ballistic 
missiles plus the hydrogen bomb, the 
USSR has moved, at least in its own 
mind, to a point of parity with the 
United States as a military power in 
the world. 

Historically notable: Within the 
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past two years the United States has 
had the novel experience of having 
an ultimatum openly delivered to it 
by the head of another great nation. 

And, over the past month, a series 
of naked threats of force have been 
hurled against us by the leader of 
the Russian people. We, through our 
President, have been called treacher- 
ous and thieves and have been lik- 
ened to a cat which ought to be 
shaken by the scruff of the neck or 
dashed to death against the nearest 
wall for actions displeasing to the 
Soviet Union. 

Indeed, a great many things have 
changed in the past decade. And 
while no one can deny that the Unit- 
ed States and the free world have 
made advances in that time it must 
be apparent to any objective observer 
that the communist world has moved 
further. 


The Challenge 


Granted it had to start from a 
more retarded position in many 
areas, the fact is Communism has 
come further and moved faster and is 
still moving with an impetus that 
promises to sweep on past democra- 
cy through the next decade—unless 
democracy renovates itself, clarifies 
its objectives, and steps up both the 
tempo and the pace with which its 
individual members act to preserve 
its freedom and perhaps its very life. 

Against this backdrop: The current 
events which I think might be perti- 
nent in an analysis of our nation’s 
chance for survival or advancement 
through the next decade: 

First event: Bertrand Russell, 
whom a great number of people, in- 
cluding himself, consider one of the 
most reasonable men alive, tells an 
international television audience that 
he would rather be a communist 
slave than die in a nuclear war, his 
point apparently being that it is 
somehow more heinous to die in a 
war involving nuclear weapons than 
it is in some other kind of war. 

Second event: A crowd of tens of 
thousands of Englishmen march on 
Trafalgar Square in protest of nu- 
clear weapons; the great majority of 
them I assume innocently participant 
and most of them I am quite certain 
ingenuously so. 

Third event: A professor at a 
southern university, polling his seven 
outstanding students on matters of 
international policy asks the ques- 
tion: If you were today responsible 


for the leadership of the United 
States and you were faced ‘with a 
political action over a matter of prin- 
ciple which would require that you 
either resort to nuclear war, as you 
currently understand it, or surren- 
der; which would you do? All seven 
students chose surrender. 

Fourth event: A few weeks ago 
the President of France visited the 
United States, and, throughout his 
tour of our country, he was enthusi- 
astically greeted by the greatest 
crowds of Americans who have ever 
turned out to welcome a foreign 
leader. 

Fifth event: Early this spring the 
Pentagon’s Deputy Comptroller, 
John M. Sprague, remarked that, 
“the United States economy today 
could support a larger defense pro- 
gram.” But he maintained that that 
is not the real issue. He opined that 
the nation’s “most important weapon 
is a balanced budget or, if at all pos- 
sible, a budget surplus.” 

Sixth event: Less than a month 
ago, in a major address on United 
States policy prior to the Geneva 
summit meeting, Undersecretary of 
State Douglas Dillon said peace or 
war may be involved unless the sum- 
mit powers resolve the German prob- 
lem by negotiation. 

“Mr. Khrushchev and his associates 
will be profoundly disillusioned,” he 
said, “if they assume that we will 
bow to threats or that we will accept 
their distorted picture of the German 
problem as a factual premise on 
which to negotiate” 

Seventh event: About a week later, 
Defense Secretary Gates told the Asso- 
ciated Press meeting in New York 
that the United States is still the 
most powerful military nation on 
earth, is equipped to defend us in the 
event of either massive attack upon 
our country or limited war upon our- 
selves or our allies. 

Eighth event: About a week after 
that, in Baku, Mr. Khrushchev told 
the Russian people that if the Sum- 
mit meeting did not include favora- 
ble action toward recognition of East 
Germany, that Russia would do so 
separately, and would support with 
force what be predicted would be 
East Germany’s subsequent move to 
envelop Berlin and the allied garri- 
son there. 

Ninth event: Soon thereafter, in 
Moscow, Mr. Khrushchev first told 


the Presidium that an invading Unit- 
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ed States aircraft, the U-2, had been 
shot down. Subsequently, in a series 
of fast-breaking utterances, he has 
profiteered on this incident against a 
backdrop of rising popular indigna- 
tion within Russia. And has threat- 
ened to use his missiles, which he de- 
scribes as more accurate and reliable 
than bombers, against the United 
States and/or its allies if such ag- 
gression against Russia is continued. 

Tenth event: A composite of ac- 
tions taken by the executive branch 
of the United States government in 
execution of our national interest in 
World War III beginning with May 
lst, when the U-2 went down into 
Russia, and ending with May 18: 

Over these critical 18 days of 
stepped-up action in the unfamiliar 
conflict our government has in suc- 
cession been guilty of bad timing 
and bad luck at the outset; then hav- 
ing been caught in spying, lied about 
whether or not it was spying; has 
then been caught in the lie; there- 
after at least given the world the 
definite impression it was going to 
continue spying flights; then told the 
world it wasn’t going to spy any 
more, at least in the form of manned 
aircraft flights over Russia. 

Adding to the agitation and dan- 
gerous excitement caused by this se- 
ries of events, on the eve of the Sum- 
mit meeting our Secretary of Defense 
ordered an advanced form of alert 
without telling our allies of it, or in 
fact even advising authorities in 
Washington he was doing so. 

Eleventh event: Last week a crowd 
of American citizens marched 
through the streets of New York into 
Madison Square Garden and filled it 
with exhortations, presumably to the 
United States government, to ban 
nuclear weapons. 

Twelfth event: On his way back to 
Moscow from Paris, Khrushchev 
stopped off in East Berlin to advise 
the East Germans their formal recog- 
nition will now be put off for six to 
eight months—until after the Ameri- 
can elections. 


Hopefully, there are advantages to 
be gained from the troubles we’ve 
had in recent weeks. The principal 
advantage being an alerting of the 
American people to the real gravity 
of the threat against them. A spot- 
lighting of the razor’s edge upon 
which the whole world walks be- 
tween uneasy peace and idiotic war. 
And, being alerted, perhaps notice 
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of a pattern in current events such 
as the dozen I have outlined. A pat- 
tern leading to three questions, the 
answers to which bear on whether or 
not our nation may survive this dec- 
ade—alive and free. 

The first question: Does Mr. Khru- 
shchev believe Mr. Dillon and Mr. 
Gates when they say we will and can 
fight over Berlin if Russia resorts to 
the device Mr. Khrushchev threat- 
ened at Baku? 

Second question: If Mr. Khru- 
shchev either concludes we are bluff- 
ing or decides we are not as strong as 
we think we are and moves on Ber- 
lin, what will we do? 

And the third question: If we fight, 
can we survive? 

The answer to all three questions 
lies in a combination of our nation’s 
physical defenses and our national 
determination to accept great risks 
and possibly great destruction in de- 
fending the principles for which we 
stand. 

Of equal importance, the answer 
lies in the Kremlin’s estimate of our 
physical defenses and our national 
will. 

I have a foreboding that our phys- 
ical and moral strength to support 
such a policy may be questioned in 
the Kremlin. Witness Khrushchev’s 
performances in Paris and Berlin 
and especially over the subject of 
Berlin itself. 


We are actually physically weaker, 
and Khrushchev knows it, than we 
were a year ago to meet any form of 
local aggression by the East Germans 
in and around Berlin. And you will 
remember that President Eisenhower 
himself attested at that time that we 
could not meet local aggression in 
Germany with conventional forces. 
And offered no other alternative than 


the possible use of nuclear weapons. — 


As to our national moral strength 
to agree to the use of nuclear weap- 
ons in reaction to localized aggres- 
sion in Berlin, I believe the Kremlin 
could have a growing suspicion that 
we and our allies may not resort to 
what most of our people, rightly or 
wrongly, believe could be national 
suicide over the Berlin issue. 

Witness the popular attitudes re- 
flected in Bertrand Russell’s remarks, 
the protesting crowd in Trafalgar 
Square, the unanimous seven stu- 
dents down South, and most recently, 
the rally in Madison Square Garden. 

For organized agents have, since 


Hiroshima and Nagasaki, been effec- 
tively at work among men of good 
intentions deteriorating the will of 
the world’s people to think their way 
out of the horrible possibility of nu- 
clear war. 

Nuclear war, like any war, would 
indeed be horrible. But the horror 
cannot be minimized, let alone ob- 
viated, by fearful unreasoning men. 
It can be minimized, and perhaps 
even obviated by brave and thought- 
ful men. 


A Place To Hide 


The Soviet Premier knows, far bet- 
ter than the American people do, the 
relative chances the Soviet people 
and the American people and their 
respective forms of government have 
to survive a nuclear exchange at this 
moment in history. 

Khrushchev knows Soviet Russia 
has been preparing for over a dec- 
ade to visit maximum destruction 
upon us and insure minimum loss of 
his own population in the event of 
our exchanging nuclear blows with 
him. And he knows that, while we 
have made a considerable effort to de- 
velop a retaliatory nuclear striking 
force for our protection, we have 
taken few steps to defend our civil- 
ian population in the event of nucle- 
ar war. 


Vulnerable 


As to armed power: In light of the 
relative military forces available to 
the USSR and to the free world—the 
so-called mix of missiles, bombers, 
submarines and more conventional 
armed forces—I am concerned that 
Mr. K. may be persuaded that his is 
a more appropriate balance of these 
forces than is ours at the moment 
and for the next two to three years. 

Our fundamental requirements for 
physical defense are three: 

That we maintain a well-protected, 
modernized, massive deterrent; 

That we have some form of deter- 
rent for limited war; and 

That we have a home guard for 
defense against aircraft, ballistic 
missile, and submarine attack—and 
some program for insuring maximum 
survival of our populace in the event 
of such attacks. 

The ominous fact is that we may 
be highly vulnerable in the first in- 
stance, and we have no significant 
strength in the second and third. 

Our massive deterrent, which is 
vested in our Strategic Air Command 
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bombers and a handful of ballistic 
missiles, sits in a highly vulnerable 
state upon less than 100 cramped 
bases on this continent and in ad- 
vanced sites abroad. All of these sites 
are well within range of Soviet short 
range or intercontinental ballistic 
missiles. None of these sites has 
warning against attack by such mis- 
siles. And no official of our govern- 
ment can positively say such an at- 
tack cannot be launched by Russia 
this year or next. 

In the second instance, possible 
limited war, we actually have no 
force with which to effectively deter 
it. Secretary Gates recently argued 
that we do, and cited as instances of 
its effectivity: Lebanon and Quemoy. 

At Lebanon there was no physical 
resistance either offered us or ap- 
parently contemplated since the one 
air field we had to rely upon for all 
our support activity in and out of 
there was not even denied us by 
covert methods. 

In the case of Quemoy, it is quite 
possible the brandishing of the mas- 
sive deterrent may have had some 
effect in discouraging the enemy from 
crossing the Straits of Formosa. 
However, it must be recalled that in 
this instance the.enemy was Com- 
munist China. China’s day will cer- 
tainly come, but it is not yet a mili- 
tary force of the modernized status 
of Communist Russia and the United 
States. 


The Budget Army 


The inadequacy of our forces for 
deterring limited war were highlight- 
ed by President Eisenhower last 
spring when, about a month before 
Khrushchev’s deadline on Berlin ex- 
pired, the president was asked if we 
would use conventional forces to de- 
fend our garrison against East Ger- 
man aggression with similar forces. 

The President replied that every- 
one knew that we could not. When 
asked if he might resort to nuclear 
weapons as an alternative, he replied 
that he would face that when he 
came to it. 

He offered the American people 
and Khrushchev no other alternative 
but the two implied: nuclear war or 
capitulation. There is, of course, an- 
other. But it costs money. And con- 
centrated allied effort in the con- 
struction of a modernized and mobi- 
lized deterrent to limited war. 

As to the home guard, our de- 
fenses against manned bomber attack 
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are considerable, but not of major 
significance as a deterrent. If the 
bombers came in high we have warn- 
ing of such attack and could destroy 
a percentage of them, though not 
without visiting enormous destruc- 
tion on our continent. If the bombers 
came in low we would have some 
warning. and little defense against 
them. 

Such attacks as may come from 
submarines will be detected to a con- 
siderable degree. But we will have 
comparatively little defense against 
such attack which, itself, can reach a 
significant number of our SAC bases. 

An attack from out of the atmos- 
phere, that is, from intercontinental 
ballistic missiles, will meet with no 
resistance. We have no warning of 
such attack in the immediate future 
and will have nothing better than 
partial warning for several years to 
come, And we will have no signifi- 
cant active defense against such mis- 
siles even if and when the Nike-Zeus 
system is established around such 
local points as we feel we can afford 
to protect. 


Can Be Improved 


The foregoing inventory of our 
weaknesses does not necessarily add 
up to a fatal total. There are things 
we can do to improve our defenses 
quickly. 

Our massive deterrent could be 
rendered considerably less vulnera- 
ble by the simple device of keeping 
a significant element of it hovering 
over the United States at all times; 
by the further device of rapidly in- 
creasing the number of relatively 
vulnerable but soon available inter- 
continental ballistic missiles in our 
arsenal, that is, Atlases and Titans; 


by accelerating the less vulnerable 
but not yet available mobile sys- 
tems: the underwater Polaris and the 
land-based Minuteman; by resump- 
tion of underground testing of more 
appropriate warheads for these mo- 
bile systems; and by stepping up the 
development of the reconnaisance 
and warning satellites, Midas and 
Samos. 

Our ability to deter limited aggres- 
sion with localized forces could be 
developed within two to three years 
—with extraordinary action. Suff- 
cient airlift, not now available, could 
be purchased in that time to support 
simultaneous limited situations. The 
development and production of mod- 
ernized and appropriate weapons, in- 
cluding non-lethal gases, could also 
be expedited. And a resumption of 
underground testing of special weap- 
ons would also be helpful for the 
limited war deterrent. 

Parenthetically, the added cost to 
our current rate of defense expendi- 
ture would, I estimate on the basis of 
some practical experience, run a min- 
imum of $4 billion in fiscal year 
1961 (less than three days of our 
national income) and should cost be- 
tween $8 and $9 billion in fiscal year 
1962 (approximately six days of our 
national income). 

Please bear in mind, in regard to 
the foregoing dollar estimates, that 
the Rockefeller report of a couple of 
years ago estimated the emergency 
as of 1958, two years ago, demanded 
a minimum additional expenditure 
over the current rate of $3 billion 
for fiscal year 1959, $6 billion for 
fiscal year 1960, and $9 billion for 
fiscal year 1961. And added that in 
the estimation of its signators (who 
included some of the outstanding fi- 
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nancial men in the nation) such ad- 
ditional expenditures would not 
jeopardize the solvency of the na- 
tional economy. 


Pavlovian Reaction 


While I am on the subject of mon- 
ey I would observe a phenomenon of 
our time that concerns me in the con- 
text of the war we are in: the almost 
Pavlovian reaction our stock market 
takes each time the Kremlin blows 
hot or cold upon us. 

Most recent incident: the rush to 
buy defense stocks in reaction to 
Khrushchev’s heated remarks just 
prior to and during the Summit 
meeting and the slump in these same 
stocks following his statement that 
he will take the heat off Berlin for 
six to eight months. 

Such immediately manic and de- 
pressive responses to the utterances 
of a communist dictator is of con- 
cern.in several ways: it seems poor 
business method in the first instance; 
it shows a considerable lack of so- 
phisticated understanding of the big- 
gest business in America, i.e., the de- 
fense business; and perhaps most 
disturbing of all, it is an alarming 
acknowledgement that our national 
economy, not to mention some of our 
national policies, is subject to the 
calculated whim of a man or group 
of men in Moscow. 


Confidence Needed 


Parenthetically, such economic 
nervousness might be considerably 
minimized if the American people 
had cause to be more confident in 
their defenses and intelligently ad- 
vised as to positions their nation 
plans to take in the world. 

Along such lines, we could begin to 
reorganize our defense establishment 
along the lines pertinent to the actual 
form of the physical threat. We 
could do this by unification of the 
services with a single promotion list, 
by creating an integrated retaliatory 
force, an integrated home defense 
against submarine and air attack, an 
integrated limited war deterrent, and 
and integrated logistic force. 


We could begin to effect real econ- 
omy of time, talent and money by 
revising our defense planning sys- 
tem toward a more appropriate ob- 
jective. One in which the formal in- 
telligence estimates of the threat 
against our defenses is officially used 
by both the executive and legislative 
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branches as the basis for construct- 
ing our perennial defense budget. 
Archaic Rigidity 

Certainly, the threat against our 
country has, over the past several 
years, obviously increased in tempo, 
in magnitude and has changed sig- 
nificantly in the character of weapons 
that might be launched against us. 
Yet the rigid budgetary domination 
of our defense planning has not 
changed: for years, under this ad- 
ministration, the allocation of monies 
under the ceiling established by the 
Bureau of the Budget each year has 
remained exactly the same: 23 per 
cent for the Army, 28 per cent for 
the Navy and Marines, and 46 per 
cent for the Air Force. | submit such 
inflexibility of planning in our de- 
fenses is out of joint with the hurry- 
ing and changing times. 

On another and most important 
front we could, and long since 
should have established a govern- 
ment agency for the long term pur- 
pose of planning arms control. In 
this regard, last fall President Eisen- 
hower asked a group of private citi- 
zens called the Coolidge Committee 
to consider on an ad hoc basis possi- 
ble American policy in the field of 
disarmament. The Coolidge Commit- 
tee’s report was rendered several 
months ago—I doubt you will ever 
see it. My doubt is based on a strong 
hunch that the report included, 
among others, the conclusions that, 


a) Arms control should be a matter 
of permanent rather than ad hoc con- 
sideration by the American govern- 
ment. 


b) Arms control may, in the long 
run, cost as much if not more than 
our current defense effort does, and 


c) It may be academic for the 
United States to seriously talk of 
arms control or disarmament until 
that day when it is once again strong 
enough to be listened to on the sub- 
ject. 

We could take broad and intelli- 
gent steps to acquaint the American 
people with the value of a civil shel- 
ter program as an element of our 
deterrent capability that would im- 
press Khrushchev—who considers 
such things important in his factor- 
ing of our national attention to the 
facts of life or death in the age of 
nuclear weapons. 

In the final analysis, an American 
people alerted to the conflict being 


waged against them and obviously 
working industriously and without 
fear to meet it would engender a na- 
tional attitude which, in itself, would 
be the most impressive element of an 
effective and continuing defense 
against nuclear war or the political 
advances of communism. 

For if the Kremlin can be im- 
pressed that the American people 
clearly understand the principles in- 
volved and are willing, if need be, to 
risk their national life to defend 
those principles—I doubt the risk 
need ever be taken. 

Can the American nation convert 
itself, in a brief space of time, to 
such an attitude? Can we switch 
from our current preoccupation with 
the good life to one more appropri- 
ate to the grim realities of the day 
without the violent impetus of actual 
war? 


An Alert People 


I believe we can. I have a feeling 
the people are inherently ready to 
better organize themselves to deal 
with this new form of conflict. 1 sus- 
pect this feeling can be coalesced 
with great rapidity by a leader who 
understands the conflict and who, 
himself, has the moral force to deal 
with the situation. 

Witness the American people’s re- 
action to Charles DeGaulle. And 
witness what DeGaulle and_ the 
French people together have done, in 
a couple of brief years, to come 
from a point of international con- 
descension to a position of at least 
respectful consideration by Soviet 
Russia and the world. 


I firmly believe that, despite the 
gloomy aspect of the moment, there 
are physical things we can do, there 
is intellectual attention we can pay, 
and there is a moral position we can 
take—all in time enough to insure 
the safe passage of our society 
through the decade we are now en- 
tering. 

We can do these things if we, as 
a people, understand the threat; if 
we are willing to work extraordi- 
narily hard to reorganize ourselves 
to meet that threat; and if the world, 
and particularly communism, under- 
stands we are willing to lay our na- 
tional life on the line, if need be, to 
defend in the future the principles 
for which so many Americans have 
given their lives in our nation’s illus- 
trious past. END 
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| would like to preface my remarks with a comment about 
the reference to the bicycle. I hold no particular brief 
for bicycling, walking, fishing, swimming, golf, or tennis. 
Anything that will keep one physically active, is I am 
sure beneficial—including mountain climbing (It does no 
harm unless you fall down a mountain), and marathon 
running. Clarence De Mar, the famous marathon runner, 
who, I suppose, raced in four or five hundred marathons 
and won the first dozen or so when he was young, was 
still running marathons in the 60’s. He died of cancer 
recently at 70. His heart was in excellent condition when 
he was examined after his death. It did no harm to his 
coronary circulation to take all that exercise even in his 
old age. This is something we see constantly, and is the 
reason why some of us think bicycling would be a 
good thing to turn to if it is done safely. 

I would also like to recommend cycling if you don’t 
have time to walk. Sometimes it is easier to cycle than to 
walk and it is more economical than driving an automo- 
bile. Finally, it is pleasant and good for your health. 

Utilize the Spirit 

I would like to emphasize the fact that in addition to 
the defense preparations ahead of us, and in the long 
run more important, is the utilization of the human spirit. 
A couple of years ago when | went to one of our big air 
bases and told the many young flying officers there I was 
hoping that we doctors eventually, and others too, could 
do them out of a job by international exchanges in medi- 
cine and other fields, in particular the humanities, so that 
the citizens of all countries would get acquainted with 
each other, the answer was, “Well, that’s very fine, but 
while you are doing that perhaps we had better protect 
you while you are at it.” I suppose that that may be true, 
but the human spirit is, I am sure, the most important 
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factor of all for the establishment of eventual world 
peace. 

I have just come from two weeks of conferences with 
Russian doctors, a group of four cardiologists from the 
USSR. We are beginning to implement the agreement 
which was signed last November between the two coun- 
tries to participate in public health activity, against our 
common enemies of cancer, heart disease and polio. We 
had two most profitable weeks, so far as planning can go, 
with our Russian colleagues who visited various parts of 
the country. We have plans for the next several years 
that are very, very promising if they can be put into 
effect and—this is very important—if we can get the 
citizens of our two countries to work together. The doc- 
tors, I suppose, can play as important a role as anybody 
else in this respect, but we must be patient and mean- 
while, I suppose, also have adequate protection. 


Psyche and Soma 


Having referred to the human spirit, I want today to 
emphasize this psyche as well as the soma, that is, the 
body. I shall speak of the relationship of the soma and 
the psyche. 

These are certainly most exciting times, not just in 
world history but in medicine too. You can read every 
day about the marvelous achievements of medical 
diagnosis and treatment, both surgical and medical, in 
many fields, particularly perhaps in the cardiolegical 
field and in the surgery therein, to repair damage in the 
heart and blood vessels. Many of us have seen, in the 
last 40 years, stupendous advances, but, as in the case 
of my visit to the air base, what we want to do now is 
to make it possible for the surgeons eventually to have 
fewer defects to repair. The medical profession, with the 
help of the “basic” scientists, has already done a tre- 
mendous job in controlling most of the infectious diseases. 
But we still have a lot more of other jobs to do. 


Daily Hazards 


In the paper this morning, I saw several items to il- 
lustrate our hazards today. Three persons were killed in 
auto accidents yesterday and a power mower accident 
cost a Denverite two toes. I use a mower without a 
motor and I haven’t lost any toes yet. I am sure my 
health has been much improved as a result of not having 
a power mower. Even if it takes two or three hours, the 
same length of time that 18 holes of golf would take, 
one can get a more vigorous and favorable effect than 
from playing golf and one has something useful to show 
for it. 

Then there was another newspaper item about a doctor 
who was studying the circumstances attending coronary 
attacks and while doing so he had one himself. And you 
have heard about your own member who had a heart 
attack. These things shouldn’t happen. We've got to do 
something about it, and I am sure we can. 


Research Is First 


The secret, in the first place, is to support the research 
that is going on. That should have No. 1 priority. When 
somebody asks me what advice I would give to a young 
man or a middle-aged man or an old man for the pro- 
tection of his circulation, his heart and blood vessels, or 
his health generally, my first clear-cut advice is to con- 
tinue to support to the fullest the research that is now 
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going on, research which has been multiplied many times 
in the last dozen years and which has already yielded a 
great harvest. 

I have been going to the committee hearings in Con- 
gress, the House and Senate during these years to explain 
why we need so much more money every year for research 
and also for the training of research workers. If we don’t 
have enough research workers to do the job that’s got 
to be done, we’ve got to train more. 

Let me tell you just one tiny example of the results. 
It’s an important one, not yet achieved in the USSR. 
Where 12 or 15 years ago there might have been six or 
eight surgeons in this country who were able to operate 
skillfully inside the heart, now I have been told by my 
surgical colleagues that there are between 250 and 300 
such able surgeons in the USA and each one of these 
surgeons represents a team. So you don’t need to go 2,000 
miles today for an operation on one of your heart valves: 
you can go around the corner and have excellent treat- 
ment. That progress is one of our great accomplishments, 
a very practical result. But there are many, many other 
examples that one could give of the advances, already 
accomplished. 

However, some problems remain, as a matter of fact, 
the major problems of cancer, mental health, arthritis 
(which is largely a disease of the connective tissue and 
which has been very mysterious), and heart disease. 
There are these serious problems which have been left to 
the last although they deserve first priority now. 


Atherosclerosis 


So far as we can tell, the disease, which I want to 
concentrate on today and which we label atherosclerosis 
is, for the most part, a kind of arteriosclerosis. “Athero” 
comes from the Greek and means softening, and 
“sclerosis” is the hardening part of the word. It starts as 
a softening process (an accumulation of fat and fibrous 
tissue cells piling up like rust in a pipe to obstruct the 
flow of blood) and then goes on to develop a sclerotic 
change with calcification, ulceration, and hemorrhage. 
Well, the usual evolution probably takes some 20 or more 
years, and this period of life is the critical period. Long 
before the appearance of symptoms or signs of this pro- 
cess, which develops in many persons faster than in 
others, long before we can determine the presence of the 
disease, we may already have reached a severe degree of 
damage. So the “sudden” deaths that occur—the heart 
attacks, the little strokes and angina pectoris itself—are 
not really sudden. They are sudden manifestations of the 
disease that’s been chronologically building up probably 
since the age of the 20’s. The critical years are probably 
in the 20’s and 30’s. If we have some answers, as we 
eventually will have, these answers will come from some 
of the research on these younger patients. 


impartial Diseases 


The problems that our Russian colleagues told us about 
in Russia—and I saw them myself when I went to 
Moscow a few years ago—are just the same as ours so far 
as the circulation is concerned. They have the same 
amount of heart disease, blood vessel diseases, coronary 
attacks, high blood pressure, rheumatic heart disease, 
congenital defects. Over 50 per cent of their medical cases 
in the hospital wards are cardiovascular just the same 
as ours. The last figures in 1958 show that about 70 per 
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cent of our mortality in this country is from cardio- 
vascular disease, not necessarily limited to the heart. 
Often the heart is playing only second fiddle, as it has 
largely in the past; it is the blood supply to these organs 
that’s important, and the blood supply is interfered with 
by the disease of athersclerosis. So this great problem 
of atherosclerosis is really an arterial disease which can 
spread all through the body, to involve many organs and 
that’s why we speak of putting the body back together 
again. 

For example, in the past the neurologists have been 
specialists with the care of people who have strokes or 
apoplexy, as well as other diseases of the nervous system. 
Our vascular surgeons are called in when there is trouble 
with the circulation to the legs. We cardiologists are 
supposed to take care of coronary heart cases. But all 
these diseases are due, almost invariably, to this same 
condition of atherosclerosis. It is a disease of the arteries 
which supply the blood to the heart muscle, the legs, the 
brain, the kidneys, and the viscera. They are all affected 
by the same disease, which still remains a mystery. 


Broad Attack 


This disease is being attacked with tremendous energy 
now by thousands upon thousands of investigators in 
this country and abroad. The International Society of 
Cardiology Foundation which has been established in 
Chicago to supply funds toward international research is 
very important. This foundation has only recently been 
established and will help, indeed, to aid international 
teams; we have asked the Russians to join these teams. 
As a matter of fact, only last fall they established, they 
told me the other day, their own Soviet Society of 
Cardiology. 

The American Heart Association, about which I want 
to speak too, was established in 1924, and many members 
of the International Society of Cardiology are members of 
the American Association. The International Society has 
been in existence since 1950. The Russian Society of 
Cardiology, as I just said, is new and will join the In- 
ternational Society in Rome in September, and then they 
will join us in certain researches in both countries. There 
will be an interchange of young and middle-aged scien- 
tists who will come to this country and ours will go there, 
to work actively together for the first time, beginning 
this fall. Each of the senior cardiologists will have a 
junior associate with him. Thus there will be an impor- 
tant interchange. There has even been a promise that 
some of their younger medical graduates will come to 
our country to take graduate work lasting eight months 
or more, all day long, in the field of cardiovascular di- 
sease. The other day I showed Professor Myasnikov, 
of Moscow, a map of the world indicating, by flags the 
location of the doctors who had come to study with us in 
the United States. There was a big, open area in eastern 
Europe and I said, “Here’s a chance to put two or three 
flags in there,” and he agreed. If it is possible, he wants 
to send one or two of his young men to us in Boston. 
This is just one small area of the USA, and there is room 
for lots more elsewhere. 

Returning now to these health problems, what I have 
said is probably the best we can say at the present time 
about this disease of atherosclerosis and probably also 
about that of high blood pressure. Incidentally, they aren’t 
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the same disease. They are the two great challenges in 
cardiovascular disease in contrast to the infections such 
as diphtheria. We have very little of that now. Syphilis, 
which may involve the aorta and the aortic valve, and 
rheumatic fever precipitated by the hemolytic strepto- 
coccus causing sore throat, have been subsiding. Those 
are the infectious diseases which now in large part can 
be prevented, but we have far too many young and mid- 
dle-aged men who have atherosclerosis and hypertension 
at the present time. Eventually, after we have studied 
heredity more, we shall be able to pick out early candi- 
dates for these diseases and advise them about the estab- 
lishment of good habits of health in the earlier years. 


The Critical Years 


The secret of protection against these diseases is, in all 
probability, to establish common sense health rules in 
the case of our children just as actively as we try to 
establish honesty, decency, good manners, and industry. 
I have found the most critical years to establish good 
habits are in the 20’s. Therefore, they must weather those 
years; after 30 they usually hold to their fixed habits. I 
have added still another footnote: “But it is never too 
late to mend.” 

The medical profession in this country today has long 
been cognizant of the fact that infancy and childhood 
no longer are the hazardous periods of life so far as 
health is concerned. Two or three hundred years ago, the 
infant mortality was 50 per cent or more. One hundred 
years ago, it was still 25 per cent. In some countries, it is 
still 25 per cent. In Guatemala last Christmas time, the 
figure was still over 50 per cent for infant mortality, due 
to malnutrition and infections. Of late, the doctors 


. throughout the USA, along with the laymen, too, and 


especially the politicians, have been involved in trying to 
set up a program for the health of our aged who often 
become crippled in the middle years and continue to sur- 
vive into the 70’s and 80’s. A good deal of this is putting 
the cart before the horse. 

If we protect our middle years, we will be much 
healthier and able to continue actively with intelligence 
into the 70’s, 80’s and 90’s without being crippled by 
strokes or heart attacks. There is no reason at all, so far 
as I can see, why we should not aim at 100 if we can 
delay the onset of serious degrees of atherosclerosis and 
high blood pressure, as I think we can. 


Peril on the Trencherboard 


One of the interesting bits of research which we showed 
our Russian collegues when they were in Boston was an 
investigation of Rhesus monkeys at the Harvard School 
of Public Health. They have a wonderful monkey colony 
at Sukhumi in the Black Sea region, but they hadn’t 
done this particular simple research on the Rhesus mon- 
keys there. These monkeys have a certain percentage of 
atherosclerosis “normally” as they get older, but the 
Cebus monkey doesn’t. In every experiment in which the 
Rhesus monkey was fed a rich diet long enough, in 
every single case, without doing anything else, there 
was a great increase in the amount of atherosclerosis in 
100 percent of the experiments. This was quite interest- 
ing to me as well as to the Russians. It was a confirma- 
tion that diet must be a factor in atherosclerosis. All 
humans aren’t like the Rhesus monkeys and perhaps a 
rare Rhesus monkey might escape it, but they didn’t hap- 
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pen to find any exceptions to that rule in their study. 
There may be rare exceptions among them through the 
effect of heredity when there wouldn’t be that involvement 
just by diet alone. 

I am sure there are many exceptions in every race to 
the apparent effect of prosperity on these different popu- 
lations because we find much atherosclerosis wherever 
there is prosperity, in any part of the world. It may be 
only 1 percent of a certain country which is prosperous 
enough to acquire the atherosclerosis that we have in 
the great majority of the citizens of this country. There 
must be a happy mean between. starvation and serious in- 
fections on the one hand and the problem of overnutrition 
and atherosclerosis on the other. 


A Good Start, But... 


It is comforting, of course, to know most Americans 
reach the age of 20 years, if they escape death on the 
highways, in quite good health. But something happens 
during the period between 20 and 40 that ruins the 
health of many of our citizens in their next few decades. 

The serious diseases that happen now are no longer in 
major part the infections of former centuries or even of 
recent decades but rather the so-called chronic degener- 
ative diseases and cancer. Cancer is still another problem, 
of course, less common than atherosclerosis, but very 
serious, fortunately with some decrease in mortality with 
early diagnosis, But we haven’t the answer yet; it must 
come from research. Moreover the word “degenerative” 
should be deleted since it is simply a vague term to con- 
ceal our ignorance. Diseases are not a matter of degen- 
eration; they are real entities and may come at any age. 


Always a Reason 

And by the way, one doesn’t die of old age. I have 
never seen a person who died of old age alone. The aged 
always die of some specific disease. Years ago, when some- 
body died at the age of 60, the diagnosis was “old age.” 
Now we are beginning to raise the level of “old age” but 
we still look for causes of death in the 80’s and the 90's 
by autopsy or at least by clinical studies. Years ago, I 


suppose, any young doctor of the age of 30 thought that 
anybody who was 60 years of age was too old to study 
or to bother much about. My oldest patient died at the 
age of 10714. He really wasn’t a patient, but rather a 
curiosity because he was so well. He was still active, 
walking a mile or two a day. He died not of old age but 
of pneumonia at the age of 10714. For several reasons 
he received an inadequate amount of antibiotic; other- 
wise he would still be here today. He had very little 
atherosclerosis as we found out when we did his autopsy. 
And he ascribed his longevity to the fact that he had 
always had nervous indigestion and couldn’t eat as much 
as his friends. That may be the best answer after all 
along with the fact that he did have a history of longevity 
in the family. Heredity does play a role, but it doesn’t 
play the whole role. 


Weight Is a Killer 


Thus the challenge today is rightly that of middle-age 
fitness and no longer that simply of youth or of old age. 
Health in old age is certainly dependent in large measure 
on health in middle age and health in middle age is 
similarly, in large part, dependent on what happens in 
young adulthood. I am all for youth fitness too. | am on 
the President’s Council. But youth fitness should continue 
into the 20’s and 30’s, and then the habits are established 
which would include, I believe, and will be proved even- 
tually to include, a maintenance of the fighting weight 
in the early 20’s. I believe that is a very important point. 
There should be no gain of weight after the age of 25, 
especially in the case of a family that has a history of 
much atherosclerosis. There should be no gain after the 
fighting weight is established. It isn’t just the fat under 
the skin that’s important. It might actually be good 
exercise to have more weight to carry around. But some 
of that fat gets infiltrated in the blood vessel’s wall and 
a few ounces of fat in the wrong place can do more harm 
than many pounds of weight when one is in a critical 
condition, such as with the blocking of an artery. Maybe 
if you gain weight and get a bit heavy from carbohydrates, 








OPEN HOUSE was held June 11 at the State 
Bank of Hanska, Minnesota to show the pub- 
lic what had been accomplished in a remod- 
ernization and expansion program. The area 
of the bank was nearly doubled through the 
project. 
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GREETING CUSTOMERS as they signed the 
register was A. M. Paulson, cashier of the 
State Bank of Hanska. Although the town is 
less than 500 in population, the bank has de- 
posits of $2144 million. A. G. Anderson is 
president. 
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as they do in southern Italy, you are not so likely to get 
into trouble as you would from a rich ingestion of fat. 
The average American diet has gone from 30 per cent fat 
in the last generation to close to 50 per cent. Our soldiers 
in their 20’s who were killed in Korea showed at autopsy 
an astonishing amount of early atherosclerosis in their 
coronary arteries. They were the best fed soldiers in the 
world. This disease is apparently something that comes 
increasingly with prosperity. Thus, I believe our greatest 
need at the present time is the protection of our Ameri- 
can males aged 20 to 40 so that they will avoid as much 
as possible these hazards which cripple them at 50, 60, 
70, or 80. 


Old Wives’ Tales 


There is no reason at all why we should think that 
three score years and ten should be the end of life. This 
is an old wife’s tale. As a matter of fact, we have just 
barely got up to that figure now. The expectation for the 
life of women in this country is 73 and for men 67. As 
you all know, there are many more widows than widowers 
in this country. But it is silly to think that because a per- 
son is past 40 he begins to deteriorate or that at 50 he 
must slow down or that he must retire at 60 or even at 70. 
Of course, if he is badly crippled by the diseases I have 
already mentioned, he may have to slow down and retire, 
but this isn’t God’s will or a natural course of life; it is 
our fault in some way or another. The challenge is ours. 

Much research now is going into this problem of pre- 
ventive medicine although very belatedly in contrast to the 
excitement of our diagnostic advances and to the mar- 
vels of medical and surgical treatment. I must speak of 
the need of your support of the research by the American 
Heart Association and the local affiliated state and com- 
munity heart associations which have a drive every 
spring. I would beg you still to give full support to these 
private drives. We need private initiative. It is very im- 
portant for us to have some private citizens who will 
speak independently of the Public Health Service of the 
USA. That is going to be a tremendously important job. 
The American Heart Association, like the American Can- 
cer Association, is privately supported and we must help 
them to keep pace with public funds. They are just 
beginning to do that in many other countries of the 
world; we have fortunately been at it for more than a 
decade. 


Family Records Necessary 


Can we prevent these diseases? As I have said, cer- 
tainly many diseases which formerly were great hazards 
have been prevented, but many are as yet not control- 
lable and we have got to learn by research what must be 
done. There are two major aspects of the problem: that 
of identifying the candidates for certain diseases and that 
of the protection of the candidates once they have been 
identified. We have done very little about the identifica- 
tion of the candidates. We have left that to the last prob- 
ably because we have been ignorant or because we have 
been negligent. Doctors have not always inquired about 
the health of the ancestors and close relatives. That 
should be recorded also by the families. I would beg the 
American people to keep records of their family diseases, 
especially diabetes because a diabetic family is four times 
more likely to have this atherosclerosis than a nondiabetic 
one. A record kept of the family diseases and an autopsy 
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requested by the relatives themselves, will let them know 
what diseases run in their families for the protection of 
their children and their children’s children. This is an 
obligation as well as an opportunity to learn more. This 
predisposition to disease is, of course, hereditary but that 
may be 50 per cent of the battle. 

We think now that we shall be able to control these 
diseases even in the candidates and especially in the can- 
didates. We must apply whatever measures we have of 
protection, and what we learn about in the next 10 or 20 
years, especially to the candidates. We know that only 5 
per cent of the human race are subject to rheumatic fever. 
Of those exposed to the hemolytic streptococcus sore 
throat, only five out of 100 come down 10 days to two 
weeks later with rheumatic fever. The other 95 escape. 
We want to protect everybody from the streptococcus, 
but we don’t need to be so concerned about those who 
are not candidates for rheumatic fever. This susceptibility 
acts like a chemical chain reaction following the strep- 
tococcus infection. In a sense rheumatic fever is like an 
allergy. It must be studied so that we can break that chain 
reaction to the hemolytic streptococcus. That still remains 
to be done. 


Some Are Safe 


What I want to point out is that there are certain peo- 
ple who are not early candidates for atherosclerosis. Rap- 
ping on wood, I would say I am one of them. Why? Part- 
ly because of my heredity, I am sure, and partly because 
I haven’t gained a pound of weight in the last 40 years. 
Part of that is due to good luck. I have a certain degree 
of increased metabolism and am very active physically. 
It isn’t stress and strain or lack of sleep that is respon- 


' sible for heart disease. If that had much of anything to do 


with atherosclerosis, I should have been dead 25 years 
ago. Here heredity comes into the picture. I also have kept 
very active cutting down trees, splitting logs, cutting grass 
without a power mower, doing many other similar things 
strenuously, and I feel so much better for it as does 
nearly everybody else who gets into the habit of vigorous 
exercise early in life—and it is a habit you should never 
stop. Somebody who is 20 years old, especially an ath- 
lete, should continue to be physically active all through 
his life. That’s what I think from my own observations 
through the years but we haven’t 100 per cent proof yet. 
It’s beginning to look that way. 

Hard physical work is physiologically sound and it is 
certainly good for the health. Muscular fatigue is prob- 
ably the best antidote we have for nervous tension. I am 
asked, “Why do you make the President play golf? We 
insisted that he must take exercise. We must keep his 
weight down as well. So he’s been better protected than 
he ever was before his heart attack. He ought to have 
started earlier. When he had that little stroke, it was an 
involvement of the atherosclerotic process in the blood 
vessels going to the brain. But, happily, he has weathered 
all of this. I am sure that many who have attacks can sur- 
vive and be useful for many years. But it is nice when you 
can look forward to the day when there won’t be fatal 
heart attacks at 40 or 50 or perhaps ever or only after a 
lifetime of good health and hard work when you're 
asleep. 

It isn’t just the increase in mortality from this disease 
that’s bad; it’s the age at which it occurs. Too many peo- 
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ple have heart attacks too early in life. It is the men 
rather than the women in the 30’s and 40’s who have 
heart attacks. Under the age of 40, the ratio of men to 
women is 24 to 1; in the 40’s, it’s 5 to 1; in the 50’s, its 
about 2 to 1. After the menopause, the women no longer 
escape. So it is the young men and the middle-aged men 
who need this program of a reasonable diet, of keeping 
the weight down, of vigorous physical exercise. Such a 
program has an advantageous effect on health and it also 
delays atherosclerosis. What a waste it is to train a man’s 
mind so that he becomes a brilliant engineer or a bril- 
liant doctor, but has a heart attack at 40 that may be ser- 
ious. Our way of life has been a negation of the soma but 
the soma and the psyche work together. 


Crippler of the Prime 


In the 200 cases of coronary disease that we studied 
under the age of 40, there were 193 men and only seven 
women, and that’s about the ratio. Therefore, we have got 
to protect our males because the male doesn’t stand 
atherosclerosis and the effect of serious high blood pres- 
sure as well as the female, all this is responsible for the 
larger number of widows than widowers in the country. 

This disease of the inner lining of the arteries is an 
arterial disease and not a heart disease. It is an arterial 
disease affecting either the coronary arteries to the heart 
or the arteries in the neck which supply blood to the 
brain. A stroke used to be thought always due to a hem- 
orrhage. Now we find almost every day some patients with 
little strokes due to atherosclerosis of the carotid arteries. 
We never used to look for that before. This is new. We 
have known about the coronary heart attacks for many 
years but this cerebral atherosclerosis is a relatively new 
field. Moreover, some high blood pressure is due to the 
same process in the renal artery. Many of these troubles 
can now be corrected surgically. Michael De Bakey in 
Houston, Texas, puts in new arteries in the neck or clears 
out the blocked arteries and gets rid of some of the little 
strokes. 


Prevention Is the Secret 


Prevention of atherosclerosis is the secret, of course, 
and this is bringing the specialists together again so that 
eventually we will be able to put the body back together 
instead of being so separated in our special fields. 

Meanwhile, during the next few years until we get some 
of the answers, we beg your support of the research in the 
American Heart Association drives when they come. We 
aren’t ready to lump all these special drives into one 
category. The United Funds are very important and we 
support them, but they can’t as yet include the detailed 
and extensive research which is going into these sub- 
jects which are so vital. We need much more money than 
can be turned in, as yet, into the United Fund campaigns. 

The neurologists, the blood vessel and heart surgeons, 
and the specialists in the kidney and in the heart are 
all getting together on this atherosclerosis problem. 
The Russians and the Americans are getting together on 
it, also, and we are going to work together, I am sure, if it 
is at all possihle. 

It is quite possible we might be able to control some 
high blood pressure today by vigorous exercise through- 
out life. I have found already that physical fatigue from 
physical exercise, that is, muscular fatigue, is a better 
sedative and better hypotensive therapy than the tran- 
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quilizers, sedatives, and other strong drugs being used 
today—and I am beginning to use these health measures, 
especially in the early stages of hypertension. 

Enough for the physical side of life and the protection 
that comes with the maintenance of good positive health 
measures which may lead in turn to the avoidance of 
early disease in the arteries causing coronary heart at- 
tacks, little strokes, and sudden death. Let us turn briefly 
to the mental and spiritual side of life. There used to be 
a good deal said—and rightly so—about psychosomatic 
physiology and medicine. But the soma has just as much 
influence on the psyche as the psyche has on the soma. 
Therefore, good health of the body keeps the mind 
clearer. The Stoic philosophers, used to walk along the 
promenades in the Agora, the market place of Athens at 
the foot of the Acropolis, as they philosophized. Probably 
they found that walking gave better circulation to the 
brain so that they could think better. And probably that’s 
true. At any rate this custom of theirs was the origin of 
the word Stoic. The Stoa was a promenade. 

I might add incidentally that tobacco does not con- 
duce to clear-thinking or breathing or the best of health. 

In bodily health, the spirit too is involved. Of course, 
a cripple can be very wise and useful in life, but if one 
has any choice, as most of us do, to remain healthy so 
that we may avoid crippling, barring accidents or infec- 
tions or cancer that are not our fault, then we owe it to 
the spiritual side of our lives and that of our families, 
friends, and communities to utilize somato-psychic phy- 
siology to the utmost. Everyone needs a hobby and a cer- 
tain amount of religion as well as plain common sense 
health measures in order to live a full, happy, useful, and 
well-rounded life. 


Keep the Spirit Healthy 


The chief neglect today is not that of the mind except 
as it is numbed by negative health habits. The chief 
neglects are those of the other two sides of mankind— 
his bodily health and his spiritual health. And this is 
where we found that our Russian medical collegues the 
other day were in complete accord. We had the most 
friendly two weeks with them. Just what will come of it, 
we don’t know—but we are hopeful. Let us return to some 
of the health customs of our ancestors who worked hard 
physically as well as mentally and who came to this 
country originally to practice the high ideals which they 
could not maintain under the hardships of the old world. 
Now we have ourselves become a soft and pampered peo- 
ple needing a regeneration of both bodily and spiritual 
health. And here is where we, Americans and Russians 
together, agreed about the need of our getting down to 
brass tacks, leading to something positive—positive health 
of mind and body. 

Thus, in conclusion, the thesis which is the title of 
this talk of mine, namely that “Physical Fitness and 
Middle Age Are Compatible,” is not only a privilege 
of ours to establish but an obligation. While we are 
supporting the research that we must do to acquire all 
the information needed for the health of our youth and 
middle aged of tomorrow, let us practice the relatively 
simple measures that, as pretty well proved by experience, 
can protect us today at all ages from the cradle to the 
grave, which I honestly believe should extend from 
birth to the age of 100 years. 

END 
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My visitor was the Superintendent of 
Schools from the Old Man’s town. 
He asked if I could spare a few min- 
utes to go over a book with him. 

The Superintendent and the Old 
Man had been in a joint effort to 
effect some moderate changes in the 
school system. Along with other 
things, both felt the need for a better 
understanding by school children of 
simple economic facts. The Superin- 
tendent admitted that some subjects 
taught in high school were simply 
not sinking in. Economics was one 
such subject. 

The Superintendent agreed that 
every textbook on economics ap- 
proached the subject from an angle 
that, even if understandable, was dry 
and unappealing. Both felt that there 
ought to be some way to explain sim- 
ple facts in simple terms. The Super- 
intendent had examined a dozen or 
more texts without finding what he 
wanted. Then someone had called his 
attention to HOW WE LIVE, by 
Fred. G. Clark and Richard S. Rima- 
noczy. It was this book which the 
Superintendent wanted to discuss with 
me. The Old Man had sent him and I 
was glad to go through the book with 
the Superintendent. 


Concise 


HOW WE LIVE is a book of less 
than 100 pages, a large part of which 
is taken up by explanatory picto- 
graphs. The authors have no formal 
training in economics. Their idea is 
to provide a new and simple approach 
to basic economic facts, using a vo- 
cabulary that is understandable to 
school children in the fifth or sixth 
grade. They have avoided the use of 
words that have a vague meaning or 
subject to various interpretations. The 
book is not only complete and under- 
standable. It can be used as an ad- 
junct to more advanced texts. It is not 
dry. Its explanations are not subject 
to double meanings. It explains basic 
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things, opening the mind for further 
perusal of economic study. Without 
talking down to the reader, the au- 
thors, nevertheless, put over their 
ideas in a fashion both elementary 
and appealing. 


An Understanding 


I enjoyed my conversation with 
the Superintendent. Actually, I could 
see uses for the book outside of the 
Public Schools. It could be used in 
almost every place of business. Man- 
agers, clerks, department heads, em- 
ployes—all, could benefit by reading 
it. For 50 years, the subject of eco- 
nomics has been neglected, shrouded 
in mystery, told in terms hard to 
understand, or taught by so-called 
liberals, who would have students and 
others believe that prosperity for all 
is a mere matter of manipulation. 
Often, when some fuzzy-minded econ- 
omist makes a statement, the listener, 
unequipped with simple, basic facts, 
becomes confused and is either ready 
to dismiss the subject or let someone 
else weigh the liberals’ statements. 
HOW WE LIVE, with its simple ex- 
planations of the facts of economic 
life, equips the individual with at 





The Old Man Introduces 


Economics to the School 


least some working knowledge of how 
man lives in our modern world. It re- 
veals not only what real wealth is, but 
how it is produced, distributed and 
consumed, 

After the Superintendent had left, 
I called the Old Man and told him of 


my reaction. 


As Important 


“I’m not only pleased by the fact 
that you found a simple text. I’m glad 
that you have established a working 
arrangement with your School Super- 
intendent and your teachers. That is 
almost as important as discovery of 
the book.” 

I ordered copies of the book from 
American Economic Foundation, 51 
E. 42nd Street, New York 17, N. Y., 
($2.85) and submitted a copy to our 
school superintendent for comment. 

“I have two college degrees, but I 
learned more about basic economic 
facts in 30 minutes than I ever 
learned in high school, college or uni- 
versity,” he said. 

I thought that proved its worth and 
immediately ordered more copies for 
distribution. 
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A NEW ISLAND-TYPE DRIVE-IN was only one of the features 


added to the St. Louis County National Bank of Clayton, Mis- 
souri during its recent remodeling and expansion. The drive-in 
is connected to the bank by a tunnel. 


—Photo by Bank Building and Equipment 
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Guard your family! 
Fight cancer with a 
checkup and a check 
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Send your contribution to “Cancer,” in care of your local post office AM ER] CAN 
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Electronic 
Link for 
Automation 


This trio of NATIONAL 
units .. . Adding Machine, 
Account Number Checking 
Device, Punched Paper 
Tape Recorder . . . will pro- 
vide your bank with the 
“Electronic Link"’ needed 
to automate your demand 
deposit accounting. 


Feeding punched tape 
into the National Tape 
Reader—attached to 
the POST-TRONIC* 
Machine — provides 
fully automated post- 
ing to meet the needs of 
your bank. 














These components will enable you 
to prepare your ON US items for 
POST-TRONIC Fully Automated 
Posting without need for MICR 
imprinting. 
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By merely listing the items, correctness of the account 
number is electronically calculated and verified before 
the account number and amount can be automatically 
recorded in the punched paper tape. 


Call your nearby National representative TODAY! He will be glad to 
acquaint you with the various approaches to full automation. You will 
find many time- and money-saving advantages through the National 
practical and economical step-by-step approach to Full Bank Automation. 


THE HATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES * 76 YEARS OF HELPING BUSINESS SAVE MONEY 
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